2 The setting: Bombay City and 
its hinterland 


In 1661, Britain acquired Bombay from the Portuguese as part of Charles II’s 
dowry on his marriage with Catherine of Braganza. Eight years later, it was 
transferred as a worthless possession to the East India Company by the Crown. 
In 1788, it was almost abandoned by Cornwallis, the defeated hero of Yorktown. 
For nearly a century and a half, this sparsely populated cluster of islands off the 
west coast of India was more notable for its pestilential swamps than its 
commercial value. Fortune hunters were better advised to rely upon their 
winnings from whist rather than risk the slim pickings of trade. Arrack alone, 
it was said, could ‘keep the soldiers from the pariah houses’.! Alcoholic fevers 
and venereal diseases made up the white man’s burden. 

At the close of the seventeenth century, it appeared impossible ‘that Bombay 
from its situation could ever become a place of trade notwithstanding the great 
attention paid to it by the Government’.? By 1872, however, this inhospitable 
fishing hamlet, where Englishmen did not expect to survive two monsoons, had 
become the second city of the Empire.’ 

It was only in the 1780s that Bombay began to replace Surat as the largest 
trading port and major commercial centre of the region. But the rise of Bombay 
was scarcely inexorable and the eclipse of Surat was far from complete in the 
late eighteenth century.* Political uncertainties at Surat in the early eighteenth 
century had induced the Company to retain its humble settlement at Bombay as 
a refuge from the turmoil of the west coast. To develop its marine force, the 


! Quoted by T.G.P. Spear, The Nabobs: A Study in the Social Life of the English in Eighteenth 
Century India (Oxford, 1963), p. 71. 

2 Gazetteer of Bombay City and Island, compiled by S.M. Edwardes (henceforth Gazetteer), 3 vols. 
(Bombay, 1909), I, 403. On the early history of Bombay, see P.B.M. Malabari, Bombay in the 
Making (London, 1910); and M.D. David, History of Bombay, 1661-1708 (Bombay, 1973). 

3 Census of the City of Bombay Taken on 21st February 1872, (henceforth Census, 1872) (Bombay, 
1872), pp. 9-10. 

4 A. Das Gupta, Indian Merchants and the Decline of Surat, c. 1700-50 (Weisbaden, 1979); 
P. Nightingale, Trade and Empire in Western India, 1784-1806 (Cambridge, 1970); M. Torri, ‘In 
the Deep Blue Sea: Surat and the Merchant Class during the Dyarchic Era, 1759-1800’, JESHR, 
XIX, 3 & 4 (1982), 267-99. 
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Company built its own shipyard at Bombay and from the 1730s encouraged the 
emigration of Parsi shipwrights and artisans from Surat.’ By the mid eighteenth 
century, the Bombay Marine was able to run the most effective protection racket 
in the Arabian Sea,° and with the opening of the China trade, more substantial 
profits began to flow in the direction of the Company’s settlement and its 
merchants. 

The expansion of British power on the sub-continent now began to act upon 
the growth of Bombay, The Company’s economic and political expansion in 
the east and south registered it as the rising power in the sub-continent, and for 
indigenous bankers and creditors, a power worth backing, even in its far more 
modest enterprises in the west. The response of indigenous credit networks to 
the Company’s potential served in turn to strengthen its hand in competition 
with rival state powers along the west coast.’ Between 1802 and 1818, the 
British asserted political control over Western India. The defeat of the Marathas 
opened the way to the development of Bombay as an administrative centre and 
political capital. At the same time, Bombay’s commercial growth came to be 
centred on its role as the major port for the export of raw cotton and, from the 
1820s onwards, opium to China, which enabled the Company to pay for its 
purchases of tea and thus facilitated the only profitable part of the Company’s 
operations.* Bombay’s growing commercial and political importance combined 
to facilitate its tightening grip on an expanding hinterland. 

Throughout the nineteenth century, economic and political changes in the 
structure of internal and foreign trade appeared to act in Bombay’s favour as an 
expanding commercial and trading centre. In the mid nineteenth century, the 
value of India’s foreign trade multiplied rapidly, and an increasing proportion 
of it was diverted from Calcutta to Bombay.? The American Civil War boom 


5 R.A. Wadia, The Bombay Dockyard and the Wadia Master Builders (Bombay, 1955); R.A. Wadia, 
Scions of Lowjee Wadia (Bombay, 1964); R.P. Masani, N.M. Wadia and His Foundation 
(Bombay, 1961). 

6 H. Furber, Bombay Presidency in the Mid Eighteenth Century (London, 1965); D.R. Banaji, 

Bombay and the Sidis (Bombay, 1932); L. Subramaniam, “Bombay and the West Coast in the 

1740s’, JESHR, XVIII, 2 (1981), 189-216. 

Subramaniam, ‘Bombay and the West Coast’; L. Subramaniam, ‘Capital and Crowd in a Declining 

Asian Port City; The Anglo-Bania Order and the Surat Riots of 1795’, MAS, XIX, 2 (1985), 

205-37; M. Torri, ‘Surat During the Second Half of the Eighteenth Century: What Kind of Social 

Order? — A Rejoinder to Lakshmi Subramaniam’, MAS, XXI, 4 (1987), 679-710. 

P.J. Marshall, Problems of Empire: Britain and India, 1757-1813 (London, 1968), p. 90; 

V. Harlow, The Founding of the Second British Empire, 1763-93, vol. Il, New Continents and 

Changing Values (London, 1964), pp. 482-544; Nightingale, Trade and Empire; M. Greenberg, 

British Trade and the Opening of China, 1800-1842 (Cambridge, 1951), pp. 124-31. 

Imperial Gazetteer of India, The Indian Empire, vol. Il, Economic (Oxford, 1908), p. 268. C.A. 

Bayly, ‘The Age of Hiatus: The North Indian Economy and Society, 1830-50’, in C.H. Philips 

and M.D. Wainwright (eds.), ndian Society and the Beginnings of Modernization (London, 1976), 

pp. 83-105. 
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of the 1860s provided another powerful, if short-lived, stimulus to Bombay’s 
commerce. As its supplies of American cotton dried up, the British textile 
industry turned increasingly to the Indian crop. Bombay handled 92 per cent of 
Indian raw-cotton exports in 1860, and although this proportion declined during 
the boom, the value of cotton exports from Bombay increased exponentially. !° 
Since most of this cotton was paid for in bullion, the resulting inflow of capital 
created new opportunities for investment: credit was almost frantically ex- 
tended, share prices rose steeply, money poured into construction projects and, 
literally and most famously, into the sea at Back Bay.'! The end of the American 
Civil War and the collapse of cotton prices resulted in the inevitable panic, and 
the withdrawal of credit brought down over-extended financial and trading 
empires. Although contemporary writers fulminated against reckless specula- 
tors, it was soon apparent that the city’s commerce had ‘suffered no permanent 
injury from the wild excesses of these five years’ .!2 

The crises of the mid 1860s appeared to have interrupted Bombay’s commer- 
cial growth, but in fact recovery from its shock was rapid. Several factors now 
combined to accelerate Bombay’s growth. The opening of the Suez Canal 
benefited Bombay more than any other single port, reducing its distance from 
London by more than three-quarters.!? The cotton famine had enabled Bom- 
bay’s export traders to break into continental markets, while the depreciation 
of silver after the 1870s and improvements in communications helped to boost 
Indian exports of primary produce. These exports to Europe and the USA 
contributed substantially to the settlement of Britain’s balance of payments 
deficits with those areas.'* By 1900, Bombay was the most important port for 
India’s foreign trade and the major centre for the distribution of imports to 
internal markets. 

From the 1850s, the gradual extension of road, rail and telegraph links also 
facilitated Bombay’s rapid commercial growth and, indeed, enabled the port to 


10 M.L. Dantwalla, A Hundred Years of Indian Cotton (Bombay, 1948), p. 20; A.M. Vicziany, ‘The 
Cotton Trade and the Commercial Development of Bombay, 1853-1875’, PhD thesis, University 
of London, 1975, pp. 72-134. 

IL S.M. Edwardes, The Rise of Bombay — A Retrospect (Bombay, 1902), p. 275; Gazetteer, II 
161-80; R.J.F. Sullivan, One Hundred Years of Bombay: History of the Bombay Chamber of 
Commerce (Bombay, 1937), pp. 64-85. 

12 Edwardes, The Rise of Bombay, p. 278. For a detailed examination of the boom and its 
consequences, see Vicziany, ‘The Cotton Trade’. 

13 D.A. Farnie, East and West of Suez (Oxford, 1969), pp. 161, 101, 157-9 and passim. See also J. 
Adams, ‘A Statistical Test of the Impact of Suez Canal on the Growth of India’s Trade’, /ESHR, 
VHI, 3 (1971), 229-40. 

14 S.B. Saul, Studies in British Overseas Trade (Liverpool, 1960), pp. 188-207; B.R. Tomlinson, 
“India and the British Empire, 1880-1935’, JESHR, XII, 4 (1975), 339-80; B.R. Tomlinson, The 
Political Economy of the Raj, 1914-47: The Economics of Decolonization in India (Cambridge, 
1979), ch. 1. 
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command a larger proportion of a diversifying export trade. Railway lines built 
to stimulate the export trade linked Bombay most securely to the more commer- 
cialized tracts of a widening hinterland. The first railway line, built in 1853, 
stretched twenty-one miles northwards from Bombay to Thana, but it was not 
until the following decade that it cut a path through the Western Ghats into the 
Deccan. By 1870, the railway connected Bombay to Jabalpur providing a link - 
to Calcutta and offering access to the cotton- and wheat-growing regions of 
Central India. At the same time, the railway linked the port to the rich agrarian 
hinterlands of Gujarat, Rajputana and Malwa.!> By the early twentieth century, 
direct connections were made with Delhi and Agra providing access to the 
fertile tracts of the Punjab and the Gangetic Valley. 

The railways did not, however, create a regional economy around Bombay; 
sometimes, they followed trade routes which had long been established. Nor 
did the development of a railway network substantially alter the nature and 
composition of this trade. The bulk of the rail-borne trade in the 1870s and 1880s 
continued to be in cotton and grain from the Deccan and the Central Provinces 
and from Gujarat.! From the earliest days of the Company settlement, the 
inhabitants of this offshore island had to buy essential commodities, like grain, 
from the mainland and, having little else to sell, returned consignments of salt.!7 
From the late eighteenth century onwards, the promise of the China trade 
brought cotton and opium in larger quantities to Bombay from Gujarat and 
Central India, Rajputana and Malwa; and from the 1820s onwards, there was a 
growing trade in the distribution of manufactured imports, especially cotton 
piecegoods.!8 

But it cannot be supposed that the extension of the railway network left Bombay’s 
relationship with its hinterland unaffected. It enabled goods to be moved in larger 
quantities more easily, quickly and cheaply. It improved the condition of the cotton 
exported and reduced its cost. The pressure of demand generated within this rapidly 
growing town as well as the gains offered by a flourishing export trade ensured that 
the flow of goods into Bombay was far greater than the reverse.!? The siting of the 
railway lines could boost the trade of one district at the expense of another. 
People, like goods, had always moved readily across the sub-continent, but the 


I5 Gazetteer, 1, 342-50, 350-1, 353; Somerset Playne, assisted by J.W. Bond, ed. Arnold Wright, 
The Bombay Presidency, the United Provinces, the Punjab, etc.: Their History, People, Com- 
merce and Natural Resources (London, 1917—20), pp. 502-13; Sullivan, One Hundred Years of 
Bombay, p. 128 and passim. 

16 Gazetteer, I, 446. 

17 Ibid., 1, 450. 

i8 Ibid., 1, 518-21. 

I? In 1913-14, the rail-borne trade brought 3,230,000 tons of ‘country produce of all kinds’ into 
Bombay and carried away about 1,642,000 tons for distribution to internal markets. Report of 
the Indian Industrial Commission, 1916-18 (henceforth Z/C) (Calcutta, 1918), p. 14; J.M. Hurd, 
‘Railways’, in Kumar (ed.), CEHI, H, 737-61. 
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railways provided new and more flexible choices and opportunities for labour 
migration across longer distances and in all seasons. 

By the early twentieth century, Bombay was firmly established as the 
pre-eminent commercial centre in India. In the 1920s, Bombay handled about 
two-fifths of the total value of India’s foreign trade,?? 70 per cent of the value 
of the coastal trade?! and the bulk of the re-export trade to the Persian Gulf and 
to the Arab and East African ports.** The foreign trade of the Presidency was 
‘almost entirely confined to the port of Bombay. By 1860, Bombay had 
become, next to New York and Liverpool, the largest cotton market in the 
world.” In the 1920s, it was still the largest cotton market in Asia. ‘In several 
years during the last decade’, it was reported in 1927, Bombay had handled a 
larger volume of cotton than Liverpool.” It was also a major centre of the cotton 
piecegoods trade, located primarily in its three major markets: the Mulji Jetha, 
the largest, the Lakhmidas Khimji market in Sheikh Memon Street and the 
Morarji Goculdas market in Kalbadevi Road.”° The merchants of Dana Bunder 
handled a valuable export trade in groundnuts and oilseeds, serving an extensive 
hinterland, from Kanpur and Allahabad in the north to Raichur and Hyderabad 
in the south, from Gujarat to Central India and the Nagpur region.”’ And there 
were, of course, a number of grain, vegetable and meat markets in the city. Rice 
was imported from Burma, wheat from the Punjab and cattle for the meat trade 
were obtained from various parts of the Presidency while fruit and vegetables 
were ‘drawn from a wide area’, largely from the Presidency, but a ‘considerable 
quantity’ came from ‘more distant places’.7® 


20 Bombay, 1921-22: A Review of the Administration of the Presidency (Bombay, 1923), pp. 89- 
104. This foreign trade based upon Bombay reflected the pattern for India as a whole; manufac- 
tured goods accounted for 70 per cent of the imports while raw materials and non-manufactured 
goods made up 74 per cent of the produce which passed through the port. Ibid., pp. 91-2; see 
also Tomlinson, Political Economy of the Raj, pp. 1—6, 30-56; H. Venkatasubbiah, The Foreign 
Trade of India, 1900-1940: A Statistical Analysis (New Delhi, 1946); A.K. Banerji, India’s 
Balance of Payments, 1921-22 to 1938-39 (London, 1963). 

21 Report of the Bombay Provincial Banking Enquiry Committee (henceforth, BPBEC) (Bombay, 
1931), I, 20. The smaller ports of the west coast — Karanja, Honawar, Vengurla, Broach, Uran, 
Bankot, Ratnagiri, Malwan — had an annual coastal trade, not only with Bombay and each other, 
but also with other Indian ports on both coasts, estimated at Rs. 40 lakhs. 

22 Bombay, 1921-22, pp. 97-8. 

23 Ibid., p. 92. 

24 Vicziany, ‘The Cotton Trade’, chs. 2 and 3. | 

25 S.M. Rutnagur (ed.), Bombay Industries: The Cotton Mills — A Review of the Progress of the 
Textile Industry in Bombay from 1850 to 1926 and the Present Constitution, Management and 
Financial Position of Spinning and Weaving Factories (Bombay, 1927), p. 464. 

26 For an account of the piecegoods market in Bombay, see Gordon, Businessmen and Politics, pp. 
71-9; on the ruling body, the Bombay Native Piecegoods Merchants’ Association, see Gazetteer, 
I, 457. For a biographical account of various trading firms, including piecegoods merchants, see 
Playne, and Bond, The Bombay Presidency, pp. 104-374. 

27 J.C. Bahl, The Oilseeds Trade of India (Bombay, 1938). 

28 Gazetteer, IIl, 53-62. 
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By the late nineteenth century, the bullion market at Jhaveri Bazar and Sheikh 
Memon Street was the largest in the country.”? The city’s banking business was 
conducted largely by about one hundred Hindu sarrafs, whose hundis and bills 
of exchange were ‘accepted and honoured all over India’.“° Although ‘indi- 
genous bankers’ were sometimes thought to operate within a separate informal 
sector, they were in fact ‘engaged in almost every line of industry, trade and 
commerce’, and it is possible that the extent to which millowners turned to them 
to raise some of their working costs has been underestimated.*! 

Furthermore, in the later nineteenth century, Bombay emerged as the most 
important base of India’s largest industry: cotton textiles. The first cotton mills 
were built in the 1850s and in 1875 the industry still consisted of ‘a small cluster 
of pioneer factories at the foot of Cumballa Hill and about a dozen more that 
were scattered over the Parel district’.?? By the early 1890s, however, the 
industry’s spinning capacity had increased two-and-a-half times, its looms had 
doubled in number and its labour force expanded by a factor of five.*> Despite 
the expansion of the industry at a number of up-country centres in the early 
twentieth century, it was still reported in the mid 1920s that the industry in 
Bombay ‘not only exceeds the combined output of the 126 factories in other 
parts of the Bombay Presidency, but also exceeds the total production of the 
125 factories working ... in all other parts of the country’.*+ Moreover, the 
inception and development of the industry, at its two most important centres in 
Bombay and Ahmedabad, was largely the achievement of Indian capital. Indian 
industrial investment was concentrated almost exclusively in Bombay Presi- 
dency and especially on its capital city. In 1914, Bombay received over 87 per 
cent of the total value of Indian capital investment while Indian capital ac- 
counted for nearly half the total value of private industrial investment centred 
in the city.*> In the late nineteenth and twentieth centuries, Bombay remained 
the bastion of Indian capital. 


29 Gordon, Businessmen and Politics, pp. 79-80. 

30 Gazetteer, I, 288-9. 

31 L.C. Jain, Indigenous Banking in India (London, 1929), pp. 43, 42-9; Gordon, Businessmen and 
Politics, pp. 81-2; R.K. Ray, ‘The Bazaar: Changing Structural Characteristics in the Indigenous 
Section of the Indian Economy Before and After the Great Depression’, JESHR, XXV, 3 (1988), 
263-318; R.K. Ray, ‘Pedhis and Mills: The Historical Integration of the Formal and Informal 
Sectors in the Economy of Ahmedabad’, JESHR, XIX, 3 & 4 (1982), 387-96. 

32 Rutnagur (ed.), Bombay Industries, p. 2. 

3 M.C. Rutnagur, The Indian Textile Journal Directory of Indian Manufactories, 1894 (Bombay, 
1894); Annual Reports of the Bombay Millowners’ Association, passim. 

34 Rutnagur (ed.) Bombay Industries, p. 2. 

35 R.K. Ray, Industrialization in India: Growth and Conflict in the Private Corporate Sector, 
1914-47 (Delhi, 1979), pp. 49-53. 


Downloaded from Cambridge Books Online by IP 14.139.125.179 on Fri Jul 27 10:25:41 BST 2012. 
http://dx.doi.org/10.1017/CBO978051 1583551 .005 
Cambridge Books Online © Cambridge University Press, 2012 


The setting: Bombay City and its hinterland 27 


The emergence of Bombay as a major commercial and industrial metropolis 
was paralleled by its growing importance as an administrative and political 
capital. Just as the city’s growth diverted the region’s commercial centre from 
Surat to Bombay, so the focus of political activity and influence shifted 
increasingly in the nineteenth century from Pune to the new capital. Bombay 
became not only the seat of the provincial government but also the major . 
educational and judicial centre of the Presidency: its university, one of the 
earliest in India, was founded in 1857°° and its High Court, the highest tribunal 
for the region, was established in 1862.37 

The Bombay Presidency had one of the most centralized administrations in 
colonial India. This was not simply the fruits of its administrative inheritance 
from the Maratha Empire or even the necessary consequence of collecting into 
a single administration such a culturally and socially diverse set of regions. 
Rather it reflected the nature and form of the land-revenue settlement in 
Bombay. The ryotwari system had in general facilitated the deeper penetration 
of government into rural society than permanent settlements allowed. But in 
Bombay it was carried a step further. The revenue demand was fixed here 
according to each field, calling for the detailed scrutiny and classification of the 
natural quality of the soil of each block of arable land. Thus, as Sir William 
Hunter observed, the District Officer in Bengal ‘is seldom in tents for more than 
sixty days in the cold weather, and spends the remaining ten months of the year 
under the shelter of a good roof’, and in the Punjab and the North-West 
Provinces he might spend ninety days on tour. 


But in Bombay the period under canvas, and in defiance of the more vertical sun, is nearer 
180 or 200 days ... The good Assistant Collector of the Bombay Presidency is the young 
man who is driven into the station from his tent-life among the villagers by the deluge 
of the monsoon. To an officer from Bengal the Bombay Civil Service seemed a small 
but exceedingly active body with a very big head.*8 


As the tasks of administration became more complex, and the body grew larger, 
the head appeared to become relentlessly stronger. Changes in the administra- 
tive structure, witnessed throughout the country, prompted more not less 
centralization. As greater powers came to be lodged at the level of the provincial 
government, so the workings of local government were probed further, their 


36 Gazetteer, III, 99-138; A. Seal, The Emergence of Indian Nationalism: Competition and 
Collaboration in the Later Nineteenth Century (Cambridge, 1968), pp. 84-93, 114-30; C. Dobbin, 
Urban Leadership in Western India: Politics and Communities in Bombay City, 1840-85 
(London, 1972), pp. 27-52, 154-72; S.R. Dongerkery, A History of the University of Bombay, 
1857-1957 (Bombay, 1957). 

37 Gazetteer, II, 204-37; anon., The Bombay High Court, 1862-1962 (Bombay, 1962). 

38 Sir W.W. Hunter, Bombay, 1885 to 1890: A Study in Indian Administration (London and 


Bombay, n.d. [1892?]), pp. 10-11. 
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functions divided and their efficiency more closely supervised. Moreover, the 
changing political structure accentuated the processes already at work. For as 
the rudimentary outlines of representative government were developed and 
expanded, they increasingly converged upon the provincial capital, in Bombay 
as elsewhere in India.*? 

No significant interest in the Presidency could afford to ignore the growing 
economic and political resources of Bombay City. At the same time, from the 
early nineteenth century onwards Bombay’s magnates gained an increasing 
degree of control over the administration of the city. This in turn, as they 
discovered, compounded the measure of power over provincial affairs to be 
gained from the domination of the city’s politics. Between 1893 and 1899, 
twenty-two out of the thirty-nine non-official members of the legislature lived 
habitually in Bombay but several among them represented mofussil constitu- 
encies by virtue of owning property in the districts. The Government of Bombay 
was aware of the inequity of this arrangement. But the contemplation of a 
remedy generated its own dilemmas: 


while a stricter interpretation might ensure a more exact representation of the local 
interests ... it would entail a lower standard of intelligence and education among the 
candidates for election by bodies outside the city o 


However circumscribed its practical scope, the logic of representative govern- 
ment could, as British governments were beginning to learn, force upon them 
representatives they would not necessarily have chosen. 

Although the city’s magnates did not dominate the politics of the mofussil, 
their position in Bombay gave them considerable influence in its extensive 
hinterland. This hinterland was by no means confined to the boundaries of the 
Presidency. The quest for capital and raw materials, labour and food supplies, 
took Bombay’s entrepreneurs further afield. Competition for raw materials and 


39 For an account of the changing structure of colonial administration in an Indian province, see 
D.A. Washbrook, The Emergence of Provincial Politics: The Madras Presidency, 1880-1920 
(Cambridge, 1976), especially ch. 2. 

40 By 1834, the city’s most favoured magnates were appointed Justices of the Peace and thus gained 

access to municipal government. From 1862, they could be nominated to the Governor’s 

Executive Council. Municipal reform in 1872 and 1888 vastly extended the contro! which Indians 

could exercise in the administration of their city. See R.P. Masani, Evolution of Local Self-Gov- 

ernment in Bombay (Oxford, 1929); C. Dobbin, ‘Competing Elites in Bombay City Politics in 
the Mid-Nineteenth Century (1852-83)’, in E.R. Leach and S.N. Mukherjee (eds.), Elites in 

South Asia (Cambridge, 1970), pp. 79-94 and Dobbin, Urban Leadership, pp. 24-5, 131-85; 

J.C. Masselos, Towards Nationalism: Group Affiliations and the Politics of Public Associations 

in Nineteenth Century Western India (Bombay, 1974). 

Secretary, General Department, GOB to Secretary of State for India, 12 April 1899, Bombay 

Legislative Proceedings, 1899, vol. 5777, IOR. Cited by G. Johnson, Provincial Politics and 

Indian Nationalism: Bombay and the Indian National Congress, 1880-1915 (Cambridge, 1973), 

p. 9,n. 1. 


4 


Downloaded from Cambridge Books Online by IP 14.139.125.179 on Fri Jul 27 10:25:41 BST 2012. 
http://dx.doi.org/10.1017/CBO978051 1583551 .005 
Cambridge Books Online © Cambridge University Press, 2012 


The setting: Bombay City and its hinterland 29 


markets was determined more by transport costs or credit mechanisms than by 
administrative divisions. The city’s hinterland extended beyond its neighbour- 
ing districts across far-flung areas of the sub-continent. By the late nineteenth 
century, Bombay’s economic and political influence was unmistakably national 
in scope. 

The transformation of Bombay from a fishing hamlet into a major industrial 
metropolis was in part the product of its imperial connection. It has, not 
surprisingly, become a commonplace to regard the city as the principal agent 
of westernization and the harbinger of the modern world to the sub-continent. 
Some have found it useful to fit Bombay into the typology of ‘colonial port 
cities’;4* others have seen the Presidency capitals as enclaves of foreign trade 
and foreign ways.*? But this is a narrow and superficial view. Bombay may have 
owed its origins and early growth to the Company settlement but its comercial 
and industrial development was shaped increasingly and in important. ways by 
its place within the internal economy and not simply by the ‘modernizing’ forces 
of the West. Its commodity markets were linked to wider relations of production 
and exchange in the hinterland. Its mills depended increasingly upon the 
penetration of the domestic market. Labour for the city’s commercial enter- 
prises not only migrated from distant regions, but retained close ties with the 
village and through the remittance of cash earnings contributed to the reproduc- 
tion of the rural economy. The nature and pattern of capitalist development in 
India were shaped by the position of these major centres of commerce and 
industry within the entire economy, as well as by the global relationships of 
profit and power into which India was drawn. 


42 The concept was defined by Rhoads Murphey, ‘Traditionalism and Colonialism: Changing 
Urban Roles in Asia’, JAS, XXIX, 1 (1969), 67-84. For its application to Bombay, see F.F. 
Conlon, ‘Caste, Community and Colonialism: Elements of Population Recruitment and Urban 
Rule in British Bombay, 1665-1830’, Journal of Urban History, XI, 2 (1985), 181-208; 
M. Kosambi, ‘Commerce, Conquest and the Colonial City: The Role of Locational Factors and 
the Rise of Bombay’, Economic and Political Weekly, XX, 1 (5 January 1985), 32-7; 
M. Kosambi; Bombay in Transition: The Growth and Ecology of a Colonial City, 1880-1980 
(Stockholm, 1986); D. Kooiman, ‘Bombay From Fishing Village to Colonial Port City 
(1661-1947)’, in R. Ross and G. Telkamp (eds.), Colonial Cities: Essays on Urbanism in a 
Colonial Context (Dordrecht, 1985), pp. 207-30. For an indication of the pervasiveness of this 
concept in the South Asian literature, see H. Spodek, ‘Studying the History of Urbanization in 
India’, Journal of Urban History, V1, 3 (1980), 251-95. See also D.K. Basu (ed.), The Rise and 
Growth of the Colonial Port Cities in Asia (Santa Cruz, 1979) and S. Lewandowski, “Changing 
Form and Function in the Ceremonial and the Colonial Port City in India: An Historical Analysis 
of Madurai and Madras’, in K.N. Chaudhuri and C.J. Dewey (eds.), Economy and Society: Essays 
in Indian Economic and Social History (Delhi, 1979), pp. 299-329. 

43 R.K. Ray, ‘The Crisis of Bengal Agriculture, 1870-1927 — The Dynamics of Immobility’, 
IESHR, X, 3 (1973), 252-3. 
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Table 1. Population of Bombay City 


1661 10,000 
1780 113,726 
1814 180,000 
1830 229,000 
1846 566,119 
1864 816,562 
1872 644,405 
1881 773,196 
1891 821,764 
1901 776,006 
1911 979,445 
1921 1,175,914 
1931 1,161,383 
1941 1,489,883 


Sources: Gazetteer, 1, 150—63, for estimates for 1661—1846; Census reports for post-1864 figures. 


A social and demographic profile 


The prodigious growth of Bombay in the nineteenth century was most directly 
reflected in the rate of its population increase and indeed its demographic 
characteristics (see table 1). In the 1780s, the island’s population was estimated 
at little more than 100,000. From this modest base, it grew rapidly in the wake 
of the China trade” and in the midst of the American Civil War boom at least 
816,562 people inhabited the town. Although the collapse of the boom 
reversed the flow of migrants into the town, Bombay had become by the 1870s 
the largest city in the Empire after London. The expansion of the textile 
industry led to a further spurt of growth, heightened by the rural scarcities of 
the 1890s, until the outbreak of plague at the end of the decade led to a large 
number of deaths and a mass exodus from the city. 

There was another massive influx of migrants into the city during and 
immediately after the First World War, when unparalleled prosperity in the city 
coincided with famine and the influenza epidemic of 1918. This spurt of growth 
was checked by the problems which afflicted the textile industry and the 
depression of the 1930s, but the city’s population once again began to increase 


44 Gazetteer, I, 150-66. 

45 Census of the Island of Bombay taken on 2nd February 1864 (henceforth Census, 1864) 
(Bombay, 1864), i-vi. Of course, these figures need to be treated with caution. The British were 
concerned to show the largest possible increase as evidence of the popularity of their rule. At 
the same time, the population of Bombay was far from stable and its strength varied according 
to the seasonal ebb and flow of migrants. Counts made at different times of the year distorted 
the extent of growth and placed census figures beyond comparison. 

46 Census, 1872, pp. 9-10. 
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Table 2. Distribution of population by religion, Bombay City, 1581-1931 
(percentages) 


Religion 1881 1891 1901 1911 1921 1931 
Hindu 65.2 66.1 65.5 67.8 Tha 68.0 
Muslim 20.5 18.9 20.1 18.3 15:7 18.0 
Zoroastrian 6.2 5.8 6.0 a2 4.5 5.0 
Christian 5.5 5.5 5.8 5.8 5.8 7.0 
Jew 0.4 0.6 0.8 0.7 0.6 0.8 
Other — — — 0.1 0.2 0.2 


Source: Census, 1931, TX, Part I, 12. 


during the Second World War. The general movements of people which 
followed the partition of India brought another wave of migrants to the city and 
after a further influx in the wake of agrarian scarcities in the 1970s the city’s 
inhabitants numbered over 8 million by 1981. The growth of the urban popula- 
tion was neither a function of natural increase nor the gradual agglomeration of 
neighbouring settlements but almost predominantly the result of immigration 
from a widening hinterland. Increasingly, and especially after the depression of 
the 1930s, the growth of the largest cities did not signify economic development 
so much as agrarian crisis. 

The social and demographic structure of Bombay bore the marks of its pattern 
of growth. Its profile registered the effects of rapid and dramatic expansion. 
Its social composition testified to the fact that Bombay transcended its hinter- 
land. The city housed people of every faith (see table 2); its streets echoed with 
every tongue spoken in the sub-continent; its residents migrated from all over 
India. 

Hindus, divided by caste and language, class and sectarian belief, made up 
about two-thirds of the city’s population. But their strength of numbers did not 
ensure their social dominance. Other religious groups constituted substantial 
and powerful minorities. Parsis contributed no more than about 5 per cent of 
the population but their prominence in commerce and industry gave them an 
economic and political influence highly disproportionate to their numbers. 
Even this relatively small religious group cannot be assumed to have formed 
a homogeneous community. There were doctrinal differences between the 
Shahamshahi and Kadmi sects,“ social tensions between rich and poor and 
political conflicts between the sometimes Anglophilic merchant princes and the 
more nationalist-minded humbler professional groups, who were liable to 


47 R.E. Enthoven, Tribes and Castes of Bombay, 3 vols. (Bombay, 1920-2), vol. HI, pp. 177-221. 
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challenge the authority of the Parsi Panchayat* or intone against the ‘Biryani- 
wallahs of Willingdon [Club] fame’.*? Similarly, Jains and Jews formed small 
communities but they contained within their ranks many who were prominent 
in the business and public life of the city and could not readily be reduced to 
the margins of local society. 

The most substantial religious minority in the city was composed of Muslims 
who made up roughly one-fifth of the city’s population. Like the Parsis and 
Hindus, they were not a homogeneous social grouping, but were deeply divided 
socially as well as theologically. The 1901 Census helpfully classified the city’s 
Muslims into fourteen different communities, leaving some for an ‘unspecified’ 
category.” They were also divided across all the major language groups to be 
found in the city. The doctrinal differences between Sunnis and Shias led 
regularly to broken heads but their conflicts were perhaps most acutely mani- 
fested in the communal riots of the first decade of the twentieth century.>! The 
major Islamic communities in the city, Memons, Bohras and Khojas, often 
converts from Hinduism or the descendants of Arab traders, had emigrated to 
the city from Gujarat; others came to the city from the Deccan as well as the 
Konkan. In Bombay, as elsewhere in India, many of the Muslim communities, 
often converted from Hinduism, retained affinities with and adopted the ritual 
practices of their former caste-fellows. ‘If a Hindu Kshatriya is converted to 
Islam’, it was reported in 1909, ‘he is at once received into the Rangari Jamat, 
just as a Bhattia who turns Mussalman is received by the Khoja community and 
a Lohana by the Memon community’.°? Most of these so-called communities 
were further subdivided. The Sheikhs, it was said, “comprise three main divi- 
sions’. Bohras were divided between the Sunni, Aliya, Sulemani and Daudi 
sects while there were at least three large sects among the Khojas.5 Urban 
society was also divided as, if not more, deeply and consistently by the 


48 C. Dobbin, ‘The Parsi Panchayat in Bombay City in the Nineteenth Century’, MAS, IV, 2 (1970), 
149-64; Dobbin, Urban Leadership, pp. 1-26, 98-112, 217-19; Gordon, Businessmen and 
Politics, pp. 49-50; E. Kulke, The Parsees in India: A Minority as Agent of Social Change 
(New Delhi, 1978). 

49 Letter to the Editor, Bombay Chronicle, 1 November 1921, cited by Gordon, Businessmen and 
Politics, p. 49. 

50 Census, 1901 XI, Bombay (Town and Island), part v, Report by S.M. Edwardes (Bombay, 1901), 
52; Census, 1901, XIA, vi, Tables (Bombay, 1901), table XIII, 128-9. 

51 S.M. Edwardes, The Bombay City Police: A Historical Sketch, 1672-1916 (Bombay, 1923), chs. 
8, 9 and appendix; J. Masselos, “Power in the Bombay “Moholla’, 1904-15: An Initia! 
Exploration into the World of the Indian Urban Muslim’, South Asia, VI (1976), 75-95; 
J. Masselos, ‘Change and Custom in the Format of the Bombay Mohurram During the Nineteenth 
and Twentieth Centuries’, South Asia, N.S. V, 2 (1982), 47-67. 

52 Gazetteer, I, 180. 

5 Ibid., 1, 180-2; Bombay Chronicle, 28 April 1917; J.C. Masselos, ‘The Khojas of Bombay: the 
Defining of Formal Membership Criteria During the Nineteenth Century’, in I. Ahmad (ed.), 
Caste and Social Stratification Among the Muslims (Delhi, 1973), pp. 1—20. 
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Table 3. Distribution of population by main language, 1911—31 (percent- 
ages) | 


Language 1911 1921 1931 
Marathi 50.9 51.4 47.6 
Gujarati 20.9 20.1 20.9 
Western Hindi 14.8 14.8 17.0 
Konkani 2.8 2.8 3.5 
Sindhi 4.2 0.2 22 
English 2.0 2.1 1.8 
Telegu — 1.7 1.5 


Source: Census, 1931, 1X, Part I, 37. 


distribution of wealth and power, which tended to cut across ascriptive social 
categories, as by caste hierarchies and religious communities alone. 

Although about half the city’s inhabitants spoke Marathi as their main 
language, no single linguistic group exercised an untrammelled dominance in 
the city’s affairs (see table 3). Marathi, as it was spoken in Bombay, the 
Gazetteer discovered, ‘varies appreciably according to the caste which speaks 
it’, while the dialect spoken by immigrants from the Konkan ‘is classed by many 
as a separate language’.-* Gujarati, spoken by a fifth of the urban population, 
was the lingua franca of the business world. In the twentieth century, the census 
took increasing note of Hindi-speakers, reflecting the influx of North Indians 
into the cotton mills and railway workshops of the city. By 1931, nearly one-fifth 
of the city recorded it as their main language. Others learnt to speak it. As 
languages spoken in the city grew more numerous, and migrants came from 
every corner of the sub-continent, a hybrid ‘Bombay Hindi’, later immortalized 
by the cinema of the 1950s and 1960s, evolved as a means of communication 
for those who lacked a common tongue, borrowing freely from the various 
languages spoken in this metropolitan Babel. While about 2 per cent returned 
English as their main language, many others had some command of it, and of 
the 9 per cent in 1931 who were bilingual, another one-third named it as their 
second language. Similarly, levels of literacy and, especially, in English, were 
relatively high in the city. 

The rapid growth of Bombay in the nineteenth and early twentieth century, 


54 Gazetteer, I, 203. 
55 Census, 1931, VIII, part i, Bombay Presidency, General Report, by A-H. Drac. ,. and H.T. Sorley 
(Bombay, 1933), 324-5; Census, 1931, IX, Cities of the Bombay Presidency, Part i, Report by 


H.T. Sorley (Bombay, 1933), pp. 37-8. 
56 Ibid., IX, i, 36. 
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Table 4. Number of females per 1,000 males: Bombay City, 1872-1931 


Number of females Number of females 
Year per 1,000 males Year per 1,000 males 
1872 612 1911 530 
1881 664 1921 525 
1891 586 1931 554 
1901 617 


Source: Census, 1931, 1X, Part I, 31. 


Table 5. Distribution of population per 1,000 by age group 


Age group 1881 1891 1901 1911 1921 1931 

0-15 306 256 245 212 211 244 
15-25 266 246 232 259 235 231 
25-50 362 406 438 459 487 474 
15-50 628 652 670 718 722 705 
50+ 66 92 85 70 67 51 


Source: Census, 1931, UX, Part I, 27. 


no less than its rhythm of expansion, characterized by stops and starts, ensured 
that it remained a city of migrants. The vast majority of its residents, even at the 
end of the period, retained close ties outside the city. Bombay’s growing 
commercial, industrial and financial activities propelled some streams of mi- 
gration. Others were driven to the city by scarcity and distress in the countryside. 
Labour as well as capital was attracted by the wide range of opportunities which 
the rise of Bombay created. Poorer migrants, in search of work, could calculate 
that the contraction of work in one sector of the urban economy might be offset 
by expansion in another. For merchants and traders, vakils and scribes, the 
attraction of the city lay in the fact that the structure of opportunities in the 
region had been gradually shifting from Surat and Pune to Bombay. Migrants 
who had once come to the island from its contiguous districts increasingly 
arrived in the twentieth century from all over India. 

Another legacy of Bombay’s rapid growth in the nineteenth century, in part 
the consequence of the fact that most of its inhabitants were migrants, and 
compounded by its vulnerability to economic fluctuations, was manifested in 
the age structure and gender composition of its population (see tables 4 and 5). 
Bombay was predominantly a city of adult male migrants. As the city’s 
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population grew in the later nineteenth century, and the flow of migrants 
quickened, so the ratio of males to females increased further. By the early 
twentieth century, there were only half as many females as males in the city. 
Similarly, the proportion of the population between the ages of fifteen and 
forty-five years rose slowly and exceeded two-thirds in the 1920s and 1930s.°’ 
These demographic features of the city were not only shaped by the nature of 
its growth but they also fundamentally affected the shape of social relations, 
economic development and political action in Bombay in the 1920s and 1930s: 
the nature of the labour market and the social organization of the neighbour- 
hood; the perceptions and policing of the working classes as well as the styles 
and patterns of working-class politics. They affected the relationship between 
the sexes. They informed the development of the relationship between capital 
and labour. 


Putting the city together 


The dramatic transformation of Bombay from a fishing hamlet and penurious 
trading settlement into a modern industrial metropolis occurred in a matter of 
generations. Far more impressive than the rate of change was its extent. 
Industrial cities have often grown rapidly, but few have developed from such a 
modest economic and infrastructural base. Although the rise of Bombay can be 
dated to the dying years of the eighteenth century, its growth was accelerated 
in the second quarter of the nineteenth century and only reached really massive 
proportions between 1840 and 1900. 

That its urban and economic growth outstripped the sophistication of its 
infrastructure has been an old and recurring theme in the city’s history. Bom- 
bay’s natural harbour and island setting may have adequately served modest 
seafaring interests, but as the expansion of trade drew it into the hinterland and 
locked it firmly into the wider imperial economy, the limitations of its urban 
setting were increasingly exposed. It was not until 1838 that the seven islands 
of Bombay were finally linked.’ By 1914 the most congested parts of the city 
had barely a century earlier been lying beneath the sea.’ A closer examination 
of the development of Bombay provides an insight into the standards and 
conditions of life in the city and the social context within which its labour force 
formed. In addition, the response to these conditions of the city’s rulers and 
indigenous elites reflected their attitudes towards the urban poor and illuminates 
the development of the relations between the classes in the city. 


57 Calculated from ibid., IX, i, 27. 

58 Edwardes, The Rise of Bombay, p. 249. 

59 J.P. Orr, Density of Population in Bombay: Lecture Delivered to the Bombay Co-operative 
Housing Association (Bombay, 1914), p. 1. 
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In the mid nineteenth century, when Bombay’s commercial expansion 
had begun to accelerate, the conditions of hygiene and sanitation were 
rudimentary. From the earliest days of its growth, land was scarce and the town 
was overcrowded. As early as 1753, the Company’s government in Bombay 
reported to London that ‘the town is so overcrowded, that the people are 
murmuring for to have it enlarged’. Town planning, first attempted in the- 
1760s,°! and more seriously pursued by the Town Repair Committee after fire 
had destroyed much of the existing bazaar in 1803,6? was never to be brought 
to a satisfactory conclusion.®* Housing conditions, especially for the poor, were 
characterized by extreme overcrowding, long before the influx of migrants in 
the boom of the 1860s imposed unprecedented pressures on the urban fabric. 
As early as 1852, it was observed that ‘a large proportion of our labouring 
population inhabit lodging houses too densely crowded to admit of private 
[lavatory] accommodation to the requisite extent’. It was scarcely surprising, 
therefore, that a visitor to Bombay at the height of the boom was ‘to see in the 
foreshore the latrine of the whole population of the Native Town’.®© By the mid 
1860s, the Bombay Builder attributed to ‘the wretched rows of cadjan huts’ 
hastily assembled by migrants to the city close to their places of work, the 
primary reason for the fact that ‘two out of three coolies that come to Bombay 
for employment do not return to their homes, but are carried off by fever or other 
diseases’ .© 

The sanitary state of the town intensified the threat of disease and death for 
its poorer inhabitants. ‘Open drains or rather receptacles of filth’ which formed 
‘continuous open cesspools’, extended ‘along (on both sides) the whole length 
of nearly every street in the Native Town’ in the 1850s and soaked ‘into the 
foundations of the whole street-frontage of each house’.®’ The drainage of these 
streets, an official estimated, ‘would of itself and irrespective of all other 
sanitary improvements’ save at least 3,000 lives per year, while fully ‘one-half 
(or about 8,000) of the deaths that annually occur in Bombay are due to 


60 Government of the East India Company, Bombay, to Directors, East India Company, London, 1 
December 1753. Quoted in F. Warden, Report on the Landed Tenures of Bombay, dated 20 
August 1814. Selections from the Records of the Bombay Government (henceforth Selections), 
no. 64, N. S. (Bombay, 1861), p. 77. 

61 Anon., ‘The Town and Fort of Bombay’, Alexander’s East India and Colonial Magazine, IX 
(Jan—June 1835), 244. 

62 Edwardes, The Rise of Bombay, pp. 228-31. 

63 N. Harris, Economic Development, Planning and Cities: The Case of Bombay (Bombay, 1978). 

64 H. Conybeare, ‘A Comparison between Different Methods of Conveyancing and Ultimately 
Disposing of Night Soil’, in H. Conybeare, Report on the Sanitary State and Requirements of 
Bombay. Selections, n.s., no. XI (Bombay, 1855), appendix H, p. 28. 

65 Quoted in Edwardes, The Rise of Bombay, pp. 279-80. 

66 The Bombay Builder, September 1866, quoted in Edwardes, The Rise of Bombay, p. 293. 

67 Conybeare, The Sanitary State, pp. 16-17. 
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removable causes’.®8 In the absence of adequate sewers, human excreta had to 
be carried away in straw baskets by workers who were called ‘scavengers’ or 
halalkhores, and emptied into the sea at designated points, often a mile or more 
away. Sensibly, in these circumstances, the halalkhores ‘frequently emptied 
their baskets in the first dark corner they could find’. Those who got as far as 
the sea, it was said, ‘were in the habit of flinging down the filth barely within 
the line of the water, to be scattered in all directions, along the shore, thereby 
occasioning a most horrible nuisance’.’? In the late 1840s, conditions of work 
were marginally improved by the introduction of carts for halalkhores to clear 
away the ‘night-soil’ and receiving stations were built to collect the refuse. The 
construction of sewers in some parts of the city substantially modified these 
conveyancing practices over the following decades. But as late as the 1920s, 
when halalkhores could still be expected to carry ‘the baskets of excreta through 
public thoroughfares to the nearest depot’, Burnett-Hurst observed that they 
often ‘shirk their duties and empty the contents of the baskets into the open 
drain’.”! 

Nor could the city’s residents be sure of an adequate, let alone hygienic supply 
of water. At times of scarcity, for instance in 1854, water had to be brought to 
the town by rail and country boats.’ If the supply was irregular, its distribution 
was uneven. The city’s Health Officer recorded the ‘pitiable sight’ in the 1870s 
‘of men, women and children awaiting around a pipe eagerly and quarrelling 
for the miserable dribble from it’.”? In some parts of the city, the poor only had 
access to water which ‘ought to be pronounced unfit for drinking purposes’ and 
if the rains failed, they were “compelled to drink the water of these filth-sodden 
wells and tanks’.’* More than half a century later, it was still observed that 
when water supplies began to dry up, ‘the poor quarters of the city suffer the 
most’.’> 

The disposal of the dead, like the disposal of sewage, posed apparently 
insuperable problems. Mid-nineteenth-century observers described how ‘low 
caste Hindus, cattle etc.’ were sometimes buried on the beach at Back Bay.’® 


68 Ibid., p. 2. 

69 Conybeare, ‘Different Methods of Conveyancing’, pp. 8—10; Masani, Local Self-Government, 
pp. 151-2, 191-3. 

70 Ibid., p. 10. 

7| A.R. Burnett-Hurst, Labour and Housing in Bombay: A Study in the Economic Condition of the 
Wage-Earning Classes of Bombay (London, 1925), pp. 21-2. 

72 Gazetteer, III, 33—4. 

73 Report of the Bombay Health Officer, for the 3rd Quarter of 1871 (Bombay, 1872), p. 24. 
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15 Burnett-Hurst, Labour and Housing, p. 24, n. 1. 

76 G. Hancock, Clerk to the Board of Conservancy to J.G. Lumsden, Secretary to Government, 
Letter No. 134 of 1852, 15 June 1852, in Correspondence Relating to the Prohibition of Burials 
in the Back Bay Sands, and to Dr Leith s Mortuary Report for 1854 (Bombay, 1855), p. 1. 
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The scarcity of space in the designated burial ground” was mitigated, we are 
told, by ‘the rapidity with which the bodies decompose’ so that after only eight 
days an old grave could be re-opened for another corpse.’* At high tide, during 
the monsoons, it was possible to observe the effects of the “surf washing the 
newly interred from their graves’.’? Since Back Bay lay to the windward side 
of the Native Town, the graveyards produced a ‘stench which is most disgusting 
and overpoweringly offensive’ .°° 

The colonial state, concerned to take resources out of India, was not about to 
invest in the refinement of Bombay’s urban environment. On the other hand, 
the full commercial potential of Bombay could scarcely be realized under these 
conditions. Government and municipal expenditure was directed more readily 
towards the development of its commercial infrastructure than the improvement 
of its social conditions, towards roads rather than houses or drains.°! However, 
the British and Indian magnates could neglect the state of the urban environment 
only at their own peril: insanitary conditions generated disease. Epidemics 
which were bred in the hovels of the poor could not always be stopped at the 
gates of the rich. Just how far the state would be drawn into ameliorating these 
conditions, however, was determined by and indeed reflected ruling-class 
notions of the habits and customs of the poor and their perceptions of the 
necessary minimum at which the poor could be expected to live. These percep- 
tions combined with political and ideological constraints upon municipal and 
government expenditure, and its objects, to foster selective improvement. Thus 
the Girgaum and Kalbadevi Roads, ‘the two principal thoroughfares of the 
Native Town, and those most frequented by Europeans’ were the first to have 
their drains covered as early as 1848. ‘Owing to the deficiency of funds’, 
however, ‘very little progress’ had been made ‘in the back streets of the Native 
Town’ .®* As late as 1925, when Bombay had more sewers than any other city 
in the East, the city’s ‘poorer quarters’ still had none.®? 


77 Tt was calculated in 1854 that if the number of corpses buried each year was ‘laid at the same 
time, without intervening space, they would not only cover the whole area, but they would have 
to be laid in two tiers, the second equally closely packed as the first and there would still be more 
to form part of a third tier of corpses’. Mortuary Report for 1854 by Dr A. Leith, para. 10, quoted 
by W. Hart, Secretary to Government, to the Acting Clerk of the Peace, 7 July 1855, Correspon- 
dence Relating to the Prohibition of Burials, p. 10. 

78 Mortuary Report for 1854 in ibid. 

79 W, Hart, Secretary to Government, to the Acting Clerk of the Peace, 7 July 1855, in ibid., 
pp. 10-11. 

80 Mortuary Report for 1854, para. 11, quoted in ibid., p. 11. 
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Piecemeal social engineering and selective improvement led inevitably to 
catastrophe. The outbreak of bubonic plague in 1896 was perceived as the most 
dramatic and destructive manifestation of municipal failure. Municipal health 
officials had long feared that as a consequence of their sanitary neglect, some 
disease, perhaps as yet unknown, would ‘arise and sweep away the most effete 
of the population’ .*4 In 1892, the Health Officer, considering the inadequacy of 
the city’s drainage system, had predicted that ‘there will surely come a time 
when the population of each district will not be able to live in health’.° The 
plague represented the apocalypse which officials had long feared. As mortality 
rose, the city was consumed by a widespread moral panic, which was reflected 
in the frenzied measures adopted to combat the disease.®® As late as the 1920s, 
it was said, the plague ‘still retains its hold on the city’.®’ 

Necessarily, the epidemic and its attendant panic had serious social and 
political consequences. It combined as a social moment the disruption of the 
city’s commerce with the subversion of its political order. The plague, which 
was interpreted as a consequence of the state’s resolute neglect, became the site 
of its most ferocious intervention into the lives of its subjects. During the 
epidemic, the working classes, perhaps for the first time, experienced the 
colonial state, acting on a massive scale, as a relentlessly intrusive and oppres- 
sive force. Officials grew increasingly apprehensive that the social and political 
fabric of the city was on the verge of disintegration.®® As half of the city’s 
population fled, there was ‘open bidding for labour at the street corner and the 
shattering of the tie hitherto binding the employer and the employed’.®? In the 
plague riots of 1898, Europeans, in particular, became a target of popular 
violence.” Although it should not be supposed that the working classes consis- 
tently opposed the plague measures while elites, by contrast, collaborated with 
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the state, the epidemic did help to crystallize social antagonisms and class 
identities. It was a symptom of the plague panic, and the guilt which decades 
of sanitary neglect evoked among officials, that an Improvement Trust, estab- 
lished in 1898, launched itself frenetically into the demolition of slums and the 
provision of housing and drainage, until, as the panic passed, its constructive 
energies were quickly spent.?! While the experience of the plague stimulated 
urban planning, it also served to strengthen an older tradition which envisaged, 
more clearly than it ever successfully effected, the social segregation of 
Bombay’s residents. 

The social geography of the city was steadily transformed in the nineteenth 
and twentieth centuries, but three phases may conveniently be identified. First, 
in the early nineteenth century, a native town was separated out from the Fort. 
The major geographical division in eighteenth-century Bombay was, as Burnell 
put it, between ‘its two distinct limits, the English and the Black’.?* One early 
description of the Fort identified the area between the Church and Apollo Gates 
(which led into the Esplanade) as the European residential quarter, and the 
north-east corner of the town as the business quarter of ‘Parsees, Borahs and 
Banians’.?? Nevertheless, there was ‘strong evidence of the unequal distribution 
of wealth throughout the Native community’.”* The turn of the century wit- 
nessed the first attempts to exclude Indian merchants from the Fort. The fire of 
1803 had destroyed a large part of the town and razed the Customs House to 
the ground. The rebuilding of both provided the best opportunity for relocating 
the Indian merchant community. The new Customs House was built outside the 
Fort, on the site of an old Koli fishing hamlet near Masjid Bunder. The 
merchants were 


allotted a space in the oarts adjoining the Fort and Esplanade for the erection of a Black 
Town such as Madras; or gradually to effect such a separation between the town and 
fortifications, as exists in Calcutta.” 


Since the fortifications were to be renewed, it was decreed that the space 
between them should be determined by the range of the Company’s cannons.”° 
Apartheid was to characterize the social layout of Calcutta and Madras in this 
period as well. But there racial segregation was considerably sharper and cruder 
than in Bombay, where collaboration in business and politics could legitimize 
social fraternity. 

The later nineteenth century witnessed further shifts in the social geography 
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of the city. From the mid nineteenth century onwards, Indian magnates began 
to move out of their wadis and mohallas to Malabar and Cumballa Hills, Breach 
Candy and Mahalaxmi, occupied mostly by European officials and merchants.’ 
At the same time, trades which ‘caused danger or offence to the public’ were 
removed from the Fort to the areas north of the native town: tanners were pushed 
out to Bandra and Mahim; catgut makers to Worli; fat-boilers to Naigaum and 
the Sewri Cross Road and even the indigo dyers of Suparibagh were moved 
further north and east to Sewri.”? In 1887, one official committee recommended 
sternly that ‘all trades and manufactures that create an offensive smell, or cause 
a nuisance, should be located only in the neighbourhood of Sion’.”” 

With the expansion of Bombay’s population in the mid nineteenth century, 
the native town itself crept northwards to Byculla and Kamathipura, and west 
through Khetwadi and Girgaum up to the sea at Chaupati. Within the native 
town, the divisions between its richer and poorer areas, however blurred, 
became more apparent. Areas like Girgaum, Khetwadi and Fanaswadi became 
primarily the suburbs of ‘respectable’ and rising Maharashtrian middle classes 
of the city. The wealthy merchants lived in the neighbourhood of their markets, 
especially in the south-western sections of the town. The triangle formed by the 
Esplanade Cross Road, Kalbadevi Road and Sheikh Memon Street was ‘said to 
contain the greater part of the accumulated riches of Bombay’.! On the other 
hand, the poorer parts of the native town were insanitary and overcrowded. 
Gogari in Bhuleshwar, on the whole a relatively rich district of Hindu mer- 
chants, was an ‘indescribably filthy quarter of milk sellers’. Chakla was noto- 
rious for its cattle-stables and its human ‘warehouses’. Kumbharwada was ‘a 
shamefully neglected district’ where the people were ‘generally poor and the 
house-owners portion off the floors of their house into as many rooms as 
possible’. In the ‘dirty, irregular labyrinth’ of Cavel, the principal thoroughfare 
was through a liquor shop which opened into the Girgaum Road.!®! By contrast, 
the Fort, which had been characterized in the 1850s by its ‘extraordinary 
salubrity (as compared with our other districts)’ !©* was still in 1864 splendidly 
‘isolated from the urban portion by its recently levelled ramparts and its 
esplanade’.!° The characteristic feature of the period was the extent to which 
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wealth, rather than race, religion or caste alone had begun to define residential 
patterns. However, social segregation was always more fervently imagined, 
perhaps by planners and residents alike, than it was consistently effected in 
practice. Thus, as Mr D. Gostling, an architect, told the Extension Committee 
in the 1880s, “A good many middle-class Europeans live in Tarwadi and 
Byculla. Poor Europeans live in the same class of houses as poor natives’. 
Moreover, he added, ‘the rich and the poor have always lived together — the 
former in the principal, the latter in the back streets — and always will’.' 

In a third phase, following the outbreak of the plague epidemic, and in the 
two or three decades which followed, the social geography of the city crystal- 
lized more sharply along class lines. The cotton mills which were being built in 
the 1870s and 1880s were located to the north of the native town. As the native 
town grew more congested and land values rose and rents followed them in their 
spiral, some workers, especially the older residents who were better established 
in the city, began to move to Parel and Byculla, and to the vicinity of the docks 
at Mazagaon and Sewri. At the same time, improvements in communications 
also facilitated the greater dispersal of the population. The eastern and western 
parts of the island were linked by the construction of major thoroughfares: Grant 
Road in the late 1830s, Princess Street and Sandhurst Road in the 1850s and 
1860s. Hornby Road linked the native town to the Fort while the completion of 
Mahim Causeway and reconstruction of the old road through Sion which linked 
the island to Salsette improved communications to the north. In the 1870s, roads 
constructed across the Byculla and Tardeo flats brought the new mill areas to 
the north into closer contact with the commercial sections of the Fort. 

In the same decade, tramways began to operate along these thoroughfares. 195 
From the 1890s, the Great Indian Peninsular Railway as well as the Bombay, 
Baroda and Central Indian Railway started local passenger services which were 
widely used.! By 1909, the Great Indian Peninsular Railway had nine stations 
within the city limits and the Bombay Baroda and Central India another ten.! 
These improvements in transport encouraged the growth of new suburbs. If the 
growth of middle-class suburbs eased the overcrowding of the old native town, 
it also delineated more sharply its plebeian profile. At the same time, the area 
north of Tardeo towards Parel, Byculla and beyond began to constitute the mill 
district of the city: Girangaon or the mill village as it came to be known to the 
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mill-workers and, indeed, the city’s residents more generally. As the factory 
proletariat employed in the cotton industry grew, it was in this area that it 
became increasingly concentrated. 

The plague epidemic accentuated the tendency of officials to perceive social 
segregation as the solution to Bombay’s urban problems.!® In 1898, the 
Government of Bombay created an Improvement Trust for the city, with 
autonomy from the Municipal Corporation. Its brief was both to improve the 
sanitary state of the city and the standard of housing for the poor as well as to 
build and widen roads, reclaim land and generally improve transport facilities 
and communications. It acted to enshrine the separation of social classes as the 
orthodoxy of town planning for Bombay. The Back Bay reclamations, the 
planners imagined, would be reserved for wealthier classes while it was sup- 
posed that ‘the whole of the foreshore from the Hornby Vellard northward up 
to Bandra Creek affords suitable sites for residence of the best class’. On the 
other hand the area south of Mahim Bay was ‘useless for such a purpose so long 
as the nuisance due to the defective nature of the arrangements for sewage 
discharge continues’. Should this condition be ameliorated, however, ‘the 
natural tendency of the wealthy classes will be to take up their residence there’. 
Similarly, the upper middle classes were expected to live in Salsette or at 
Matunga, in the better blocks planned by the Trust for that neighbourhood; the 
lower middle classes would go to Matunga and the area inland from Mahim 
woods; while the still poorer classes were expected ‘to spread out from the more 
crowded areas in the city’ to the areas vacated by the lower middle classes. The 
poorer classes would be accommodated largely ‘in the east, north-east and 
central portions of the island, in the vicinity of the docks, factories and 
workshops’. Factories were to continue to be located in the north-east of the 
island. Since ‘mill employees follow the mills in which they are employed, such 
restriction will automatically prevent increased congestion in the south as a 
consequence of the development of industrial enterprise’.!°? In these ways, the 
slums of the poor were to be sealed off from the citadels of the rich. 

But these well-laid plans amounted to little. For all the breathless energy and 
radical purpose with which the Trust embarked on its voyage of improvement, 
its achievements were remarkably modest. As the threat of the plague receded, 
so its efforts were diverted from sanitation and housing to the traditional 
objective of strengthening and improving the commercial infrastructure of the 
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city. It succeeded in demolishing more houses than it constructed. Sometimes 
it demolished slums because it considered them uninhabitable but often the 
older consideration weighed as well: demolition cleared a convenient path for 
a necessary carriageway.!!° By 1917-18, it had acquired 11 per cent of the land 
area of the island in pursuit of its schemes of improvement, but more than 
two-thirds of this property was simply left undeveloped.'!! The causes of its 
failure are as complex as they are numerous, but among them must surely lie 
the limits within which strategies for improvement were conceived. To the 
extent that it developed a strategy at all, its implications served to accentuate 
the tendencies already at work by which class and ethnic divisions more 
markedly overlaid patterns of residence. 


The evolution of capitalism in western India 


Until the late nineteenth century, Bombay’s urban economy was dominated by 
its commerce and in particular its export trade. Despite the Company’s attempt 
to recruit skilled workers and artisanal castes to the island since the early days 
of the settlement,!!? Bombay did not become a major centre of artisanal 
production. The export trade in piecegoods which it handled at the turn of the 
nineteenth century was substantially the output of Gujarat’s handloom weav- 
ers.'!? The shipyards built in the mid eighteenth century had begun to decline 
with the advent of steam and their functions were reduced progressively from 
building to repair and maintenance after the 1850s.!!4 It was, on the other hand, 
the opium and more enduringly the cotton trade, at first to China, later to 
Liverpool and Western Europe, and by the end of the century to Japan, which 
provided the drive and dynamism behind the city’s growth and commercial 
prosperity.!!> 

The political weakness of the Company in this region until the early nine- 
teenth century allowed Indian merchants in Bombay to participate in and 
appropriate a significant share of this commercial expansion. Company mer- 
chants and private traders relied upon Indian brokers not only to interpret the 
languages and the currencies of the region but also through their local connec- 
tions and influence to obtain necessary supplies, discipline labour and ensure 
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the delivery of contracts. The dependence of the Company as well as private 
traders in the late eighteenth century upon their credit also left them strongly 
placed to take a cut in the growing accumulations of the China trade. Although 
their position was gradually whittled away in the early nineteenth century, it 
was not until the 1870s that the great merchant princes were properly subordi- 
nated within the structure of the export trade.!'© The most portentous effect of 
this subordination was the drift of mercantile capital into the cotton-spinning 
mills floated in this period. 

The development of capitalist enterprise and the strategies which its protago- 
nists adopted must be situated within the context of the options available to the 
capitalist classes as a whole. It is frequently assumed that, because industriali- 
zation did not transform the economy, capitalism could have no part in the 
history of India. Indian society in this view remained static, unchanging and 
traditional, except when its movement or development was fashioned by the 
‘impact’ of the West. Conversely, historians who have put together considerable 
evidence of a vigorous pre-colonial capitalism in India have tended to downplay 
its significance because the ‘potentialities’ for factory industrialization are 
perceived to be weak.!!7 

Once large-scale industries begin to appear, an almost unchallenged conven- 
tion examines the history of the Indian capitalist class in terms of the emergence 
of industrial entrepreneurs. Following this convention, historians trace the 
evolution of the capitalist classes ‘from traders to industrialists’. The most 
significant division in Bombay’s mercantile community in the nineteenth 
century is found in their proximity to and participation in the export trade while 
in the early twentieth century this is superseded by the distinction between 
‘industrialists’ and ‘marketeers’.!!8 This distinction, too neatly effected and 
perhaps too firmly maintained, obscures a broader view of the general influ- 
ences upon the development of the capitalist classes as a whole. Bombay City 
is thus portrayed as a capitalist enclave, pulled out of its regional moorings, by 
its development within an international economy. Industrialization is taken as 
a process of technological diffusion spreading slowly if unsteadily outwards 
from Western Europe; it is taken for granted that its dynamic was external, 
working ceaselessly upon a passive, traditional indigenous economy.!!? This 
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view of the development of the capitalist classes has often tended to mistake 
the tip of the iceberg for the solid mass beneath the water-line. If the choices 
made by industrial capital were shaped by the options before the capitalist 
classes as a whole, their development must be situated within the regional 
economy. Necessarily, the treatment will be schematic rather than detailed or 
exhaustive. The emphasis rests on the suggestion that industrialization was the 
outcome of the narrowing options before the capitalist classes. It did not signify 
their transcendence of the inescapable constraints within which they operated. 
Western India, and in particular the Gujarat region, was the scene of an active 
mercantile capitalism before the advent of colonial rule. The ports of Gujarat 
had traded for at least three millennia with the Red Sea and the Persian Gulf. !° 
Cambay was the only part of the Estado da India which did not simply process 
the circular trading economy of the Portuguese Empire but exported its own 
produce so that its overseas trade provided a major stimulus to the internal 
economy of its hinterland. This flourishing commercial economy was founded 
on a firm industrial base.'*! Gujarat was one of the most important industrial 
regions in South Asia which between the sixteenth and eighteenth century, it 
is estimated, commanded over a quarter of the world’s total manufacturing 
capacity.!?* The inflow of bullion which paid for the region’s exports provided 
the foundation for prodigious money-markets and extensive banking networks 
which served far-flung parts of the sub-continent. The Deccan and even the 
coastal strip of Konkan, by contrast, were marginal to the trading world of the Indian 
Ocean and did not match Gujarat’s level of economic development; but even here 
there were in the sixteenth and seventeenth centuries ‘mercantile surpluses and 
opportunities available in the region’.'?? Moreover, agrarian elites and revenue 
farmers, governors and captains of the leading ports and not simply merchants and 
traders, played a major role in the accumulation and deployment of capital. 
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The political and economic developments of the later eighteenth century, in 
particular, processes of state formation associated with increasing military 
activity and the steady extension of revenue farming, worked strongly to the 
advantage of these agrarian and mercantile elites.!°* They gained from the 
commercial and political expansion of the Company, which created conditions 
favouring the development of capital, and profited in particular from the growth 
of the China trade, especially after 1784. The rapid commercial expansion of 
Bombay, which was sustained through the agrarian depression of the 1830s, 
continued to generate opportunities for merchants, creditors and artisans. In- 
deed, the buoyancy and dynamism of this mercantile capitalism facilitated and 
financed the Company’s territorial expansion in the late eighteenth and early 
nineteenth centuries. !2> 

But as the Company became the paramount power in the land, so the 
European private traders came increasingly to dominate the commercial eco- 
nomy of the Presidency capitals, Bombay included. The capital which they 
accumulated in the China trade loosened their dependence upon and radically 
altered their relationship with their Indian agents and brokers, and even the 
Gujarati banking houses. Increasingly, they replaced Indian merchants as the 
preferred bankers to the Company state and assumed the dominant role in 
Bombay’s growing export trade.!7© While the abolition of revenue farming, the 
advance of bureaucracy and the resumption of alienated lands weakened the 
position of local elites, the rapid decline of the textile industry in the face of 
manufactured imports from Britain, the replacement of bullion imports as the 
primary engine of commercial expansion by the notoriously over-assessed 
land-revenue demand and the effects of the long depression of the second 
quarter of the nineteenth century, served to undermine mercantile and agrarian 
capital.!*” The subordination of Indian capital in Bombay occurred gradually, 
taking over half a century to manifest itself, and affecting different levels and 
functions of capital variously. !78 

Since the eighteenth century, the expansion of British power had not only 


124 S. Gordon, ‘The Slow Conquest: Administrative Integration of Malwa into the Maratha Empire, 
1720-1760’, MAS, XI, 1 (1977), 1-40; C.A. Bayly, Rulers, Townsmen and Bazaars: North 
Indian Society in the Age of British Expansion, 1770-1870 (Cambridge, 1983), pp. 110-228; 
Washbrook, ‘Progress and Problems’, 68—72; F. Perlin, ‘Proto-Industrialization and Pre-Colo- 
nial South Asia’, Past and Present, XCVII (1983), 30-95. 

125 L. Subramaniam, ‘Banias and the British: The Role of Indigenous Credit in the Process of 
Imperial Expansion in Western India in the Second Half of the Eighteenth Century’, MAS, XXI, 
3 (1987), 473-510. 

126 Nightingale, Trade and Empire, pp. 23-7, 219-22. 

127 Washbrook, ‘Progress and Problems’, 79—84. 

128 A.K. Bagchi, ‘Reflections of Patterns of Regional Growth in India During the Period of British 
Rule’, Bengal Past and Present, XCV, 1 (1976), 247-89. 


Downloaded from Cambridge Books Online by IP 14.139.125.179 on Fri Jul 27 10:25:41 BST 2012. 
http://dx.doi.org/10.1017/CBO978051 1583551 .005 
Cambridge Books Online © Cambridge University Press, 2012 


48 The origins of industrial capitalism in India 


appeared to facilitate the accumulation of capital but also enabled its owners to 
tighten their control over labour and increase their share of its product.!2? The 
very processes by which indigenous capital was now subordinated to expatriate 
and metropolitan capital also served to increase its domination of labour. For 
instance, the prevailing form of the putting-out system in Gujarat placed 
weavers under no obligation to deliver their contracts as long as they returned 
the capital advanced to them.!°° Already by the 1730s, the English were seeking 
to restrict the remarkable degree of control which weavers enjoyed over their 
own labour and, in particular, began ‘coercing their weavers to honour their 
agreements’.!3! But not until the late eighteenth century when the Company 
became a territorial power was it able to breach these customary conventions 
which so strongly protected weavers. By 1800, the Company had promulgated 
new regulations to prevent ‘Manufacturers or other persons in their Employ 
from embezzling the Money advanced to them or disposing of the Goods, 
otherwise than in the due pursuance of their engagement’. Weavers whom they 
engaged could neither accept contracts from nor sell their cloth to anyone else. 
Not only were they fined for what was deemed unsatisfactory work, but they 
were required to pay up to 35 per cent of the value of any orders which they 
failed to deliver on time. In addition, the Company threatened to indemnify 
merchants who attempted to procure cloth from its weavers or otherwise 
prevented them from meeting their commitments.!*? If the land-revenue ad- 
ministration of early British rule had acted adversely upon rural capital, the 
burden of its assessments also contributed strongly to the subordination of 
labour by rendering cultivators increasingly dependent upon credit.!33 More- 
over, the statecraft and legal framework of the early colonial state, by securing 
and sanctifying private property rights, considerably strengthened the position 
of mercantile and agrarian capital in relation to labour. !34 

Coincidentally, other factors which acted to increase the supply of labour 
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served at the same time to erode its bargaining power. The effects of de-indus- 
tralization and the contraction of some of the great urban centres, the disbanding 
of armies and the closer policing and taxation of forest-dwellers and tribals 
forced growing numbers back to the land. !°5 The subordination of indigenous 
capital was accompanied, indeed facilitated, by its increasing control over 
labour. While indigenous capital was increasingly confined to usury and petty 
trading in the nineteenth century, its development came to depend upon the more 
intensive exploitation of labour. 

The structural constraints within which capitalism tn nineteenth-century 
Western India would develop were in these ways already being more clearly 
defined during the agrarian depression of the 1830s and 1840s. For the 1850s 
onwards, however, the depression began to lift and the following decades up to 
the First World War have often been portrayed as a period of steady expansion 
and rising prosperity.!° As the revenue settlements were revised downwards in 
the 1850s and prices began to rise, cultivated acreage expanded and the 
population began gradually to increase. As railway construction and better 
communications made wider markets accessible, the intensity of price fluctua- 
tions was ironed out and the risks attached to growing crops for sale were 
reduced. Indeed, rising prices provided the incentive for capital to strengthen 
its claims on the agrarian produce. !37 

In the 1850s, Alexander Mackay observed that even in Broach, where cotton 
cultivation had expanded during the early-nineteenth-century depression, ‘the 
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class who would be most likely to improve the land, the monied class, is kept 
wholly disconnected from it’.!?® But with the recovery, capital showed a 
renewed willingness to seize its opportunities in the countryside. During the 
American Civil War boom, as the supply of credit to the countryside swelled, 
Bombay witnessed a proliferation of small money-lenders.'*? When the boom 
burst and prices began to fall in the 1870s, the credit market tightened. The 
Deccan Riots of 1875, it would now appear, were the consequence of the 
tensions and conflicts caused by the withdrawal and contraction of credit rather 
than the inexorable advance of capital at the expense of the small peasant. 140 
From the 1880s onwards, substantial peasants increasingly picked up the slack 
in the rural credit market left by retreating townsmen.'*! But theirs represented 
a strategic retreat rather than an absolute withdrawal and both stood to gain from 
this rough specialization of function. The agriculturist sowkar not only bor- 
rowed from urban traders and money-lenders to effect his own loans, but he was 
obviously more creditworthy than the insolvent peasant household. The sowkar 
could borrow cheaply in the towns and lend at monopsonist rates in the village. 
He was better placed to assess the risks of lending and to wield his influence 
to recover the debts. His own interests as a cultivator made land or produce a 
more acceptable, even realistic collateral for his capital. The professional 
money-lender, on the other hand, lacked the advantages of local knowledge, 
influence and agricultural skills which the wealthy peasant enjoyed.'*? The 
withdrawal of credit by the professional money-lender was in these conditions 
a response to the low returns offered by an essentially stagnant agriculture rather 
than the capture of rural banking by a rising entrepreneurial peasant elite. !4 
Urban merchants could thereby diversify their operations from the risk-laden 
and low returns business of subsistence lending and share in the growing profits 
of expanding trade. 

It is not surprising that the first sign of stabilizing produce markets and rising 
prices brought capital into a closer engagement with agriculture. Yet if this 
suggested that sections of mercantile capital had done well in the depression of 
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the 1830s and 1840s, it also demonstrated the paucity of alternative investment 
opportunities open to capital in general and their narrowing options with the 
advent of colonialism. Moreover, our immediate concern must lie not simply 
with the fact but with the particular character of its engagement. Although 
capital was increasingly attracted to the land, it does not appear to have been 
invested on any significant scale in agricultural improvement. Even in Gujarat, 
the level of investment in agriculture scarcely increased between the 1820s and 
the 1870s.!% Significantly, while the economic recovery of the mid nineteenth 
century was marked by the virtual absence of capital investment in agriculture, 
it created conditions both more secure and more attractive for its employment 
in usury and petty trade. As commodity prices rose and their fluctuations were 
lessened, it became increasingly attractive for capital to obtain and tighten its 
grip on agricultural produce. Thus, during the boom of the 1860s, up-country 
merchants in the cotton tracts appear to have withdrawn the credit they had 
earlier offered the agency houses and export firms on their cotton purchases and 
diverted their capital to local trade and money-lending.'*> For the most part, 
small pools of capital appear to have been invested in the domination and 
expropriation, the control and cheapening of labour power. In its extreme 
form, the terms of repayment effectively transformed the smallholding 
peasant from simply a debtor into a wage labourer, who in return for an 
advance parted with the bulk of his produce and was, in turn, allowed to 
retain a subsistence share. !46 

This pattern of capitalist engagement with agricultural production was 
scarcely conducive to its structural transformation. Underlying its limited role 
in this area were the considerable risks of investment in fragile small-scale 
agriculture, subject to the vagaries of the weather and international price 
fluctuations. The returns on agricultural production were too low to justify the 
costs of long-term borrowing,'*’ while the famines which periodically devas- 
tated this region in the late nineteenth and early twentieth centuries only 
heightened the perception of risk.'*8 Under these conditions, smallholders who 
often had to give up a share of their produce in payment of rent or interest had 
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little incentive, even if they had the means, to plough their occasional surplus 
back into the land. Money-lending provided a safer and more lucrative outlet 
for surplus cash. On the other hand, for money-lenders and wealthy peasants, 
who sometimes commanded a larger surplus, investment in agricultural im- 
provement was no more appealing. The returns it yielded were lower than the 
profits of usury.'4? It was preferable, therefore, to invest in the subordination 
and reproduction of the peasant household and seek thereby to exercise a firmer 
control over its produce than to invest in wells, implements or cattle and risk a 
large outlay on variable seasons, uncertain output or unpredictable price fluc- 
tuations. The failure to invest in agricultural production placed serious con- 
straints on the accumulation of capital. 

The apparent risks of investment in agrarian production were fortified by the 
policies of the colonial state. Anxious that fundamental social change might 
kick away the props on which British rule so gingerly rested and mindful of the 
social conflict which might accompany it, the colonial state often acted to shore 
up the fragile smallholding base of the agrarian economy while its rhetoric 
advertised its rather more progressive and modernizing intentions.!50 The 
Deccan Agriculturists’ Relief Act, whose eventual measures had for decades 
received close attention and prompted considerable discussion, was founded 
firmly on Wingate’s private nightmare in which ‘the whole of this country will 
rapidly pass into the hands of the Marwarees’.!°! When it finally received the 
Viceroy’s assent in 1879, the Act limited the sale of land for debt unless 
specifically pledged, restrained urban money-lenders from acquiring land in 
case of default and invited the courts to scrutinize all debt transactions brought 
before them.!>? Stripped of the security which the seizure of the debtor’s lands 
offered them, mercantile capital was accordingly deprived of the incentive to 
invest in agrarian production or to assume a controlling interest in it.!>° 

Similarly, tenants in Bombay were not protected by the definition of their 
occupancy rights as they had been in Bengal and the United Provinces in the 
later nineteenth century.!°4 However, government policies did enough to disturb 


149 Guha, Agrarian Economy of the Deccan, pp. 141-7. 

150 Washbrook, ‘Law, State and Agrarian Society’, 670-94. 

[51 Wingate Diary, 1 April 1852, Wingate Papers, Box 293/4, quoted by Charlesworth, Peasants 
and Imperial Rule, p. 123. 

152 Charlesworth, Peasants and Imperial Rule, p. 123. 

153 The wider implications of this point are discussed by Washbrook, ‘Law, State and Agrarian 
Society’, 674-81. 

154 E. Stokes, ‘The Structure of Landholding in Uttar Pradesh, 1860-1948’, in E. Stokes, The 
Peasant and the Raj: Studies in Agrarian Society and Peasant Rebellion in Colonial India 
(Cambridge, 1978), pp. 205-27; B.B. Chaudhuri, ‘The Land Market in Eastern India (1793- 
1940)’, JZESHR, XII, 1 (1975), 1—42 and XII, 2 (1975), 133-68; B.B. Chaudhuri, ‘Agrarian 
Relations: Eastern India’, in Kumar (ed.), CEHI, I, 86-177. 


Downloaded from Cambridge Books Online by IP 14.139.125.179 on Fri Jul 27 10:25:41 BST 2012. 
http://dx.doi.org/10.1017/CBO978051 1583551 .005 
Cambridge Books Online © Cambridge University Press, 2012 


The setting: Bombay City and its hinterland 53 


the landlords’ security. The Khoti Settlement Act of 1904 gave tenants in 
Ratnagiri the right to commute their crop shares into cash rents according to a 
stipulated and officially guided procedure which may have had the initial effect 
of scaling them down.!>° In the alienated tracts of predominantly ryotwari areas, 
landlords, frequently absentee and often Brahmin, were relatively weaker in 
relation to their tenants than the dominant peasant castes who paid the revenue 
under ryotwari tenure.!56 Nonetheless, government policies served to narrow 
the landlord’s freedom of manoeuvre. From 1907, inamdars were required to 
follow the general ryotwari practice with regard to revenue remissions. Even 
under the ryotwari tenure, landlords consistently encountered ‘some official 
attitudes resentful of the dispossession of traditional tenants’ .!°’ This may have 
sufficed, in combination with prevailing production conditions, to deter land- 
lords from investing capital in the improvement of lands. 

As capital showed a willingness to take a firmer grip on agricultural produc- 
tion, its power and penetration was thus blunted. The emergence of a land 
market in the later nineteenth century offered substantial peasants effective 
collateral for their loans at the very moment when they began increasingly to 
enter the credit market as usurers. But it is not surprising, given the legal and 
social encumbrances upon land, that wealthy peasants showed little enthusiasm 
for relentlessly extending their holdings and they were no less averse to 
acquiring land than the professional money-lenders. For one thing, the land 
which they received through default might be highly dispersed and difficult to 
consolidate. In addition, accumulating land holdings might swiftly take the 
wealthy peasant household beyond the threshold at which it would have to 
employ wage labour. When agricultural prices rose, wage levels were liable to 
follow, squeezing their surplus; when crops failed or prices fell, excessively 
large holdings swiftly appeared an onerous burden. In any case, land represented 
and remained at best no more than a safe investment offering modest returns. !°° 
The optimal use of additional land was often to rent it and take half its produce 
rather than to work it with hired labour. 

Merchant money-lenders also remained reluctant to take up the land of their 
debtors because the returns on landownership were considerably lower than the 
profits of usury.!°? They knew too little about cultivation and as outsiders 
frequently encountered the hostility of the local community if they attempted 
to eject insolvent cultivators indiscriminately. The most common forms of 
transaction by which money-lenders dispossessed peasants not only left the 
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incumbents on the land to continue to cultivate it but also gave them the right 
to buy back their land at a future date on specified terms.!©° Furthermore, as 
rentals declined in relation to land prices in the late nineteenth and early 
twentieth centuries, so their reluctance to acquire land increased correspond- 
ingly.!©! Merchant money-lenders able to command produce could use their 
trading and kinship connections to diversify their operations away from usury. 
Wealthy peasants could not compete with these trading and banking networks. 
For the merchant money-lender and the wealthy peasant alike, the priority was 
to tighten their control over the agrarian produce rather than necessarily to 
acquire the land itself. These priorities were entirely compatible with the 
tendency to invest capital not in improving agricultural productivity but in the 
subsistence and reproduction of the small peasant household economy. The 
returns on the former were uncertain; the latter yielded extra dividends in terms 
of local influence. But this strategy of securing a closer grip on agrarian produce 
served only to expose the structural constraints within which capital would 
develop. The form of capital’s engagement with agrarian production came 
largely to focus upon usury and petty trade; much of this was limited to 
subsistence lending to largely insolvent peasant households which entailed high 
risks and yielded low returns.'® In this way, capital was confined to a narrow 
range of activities, its impact upon production relations was limited and the 
agrarian base of the economy was eased into structural stagnation. 

The terms on which capital engaged with agriculture and the social relations 
to which it gave rise varied according to local production conditions. Over most 
of the Deccan, usury meant little more than lending for subsistence and the 
usurer might try to convert a relationship of debt into the bonds of labour.!® 
Near the margin of subsistence the very notion of collateral melted away. 
Moreover, this impoverished agrarian base could scarcely be regarded as 
promising material for significant capital accumulation. In Gujarat and Khan- 
desh, rising prices, the profits of cotton cultivation and competition among 
dealers eager to secure the crop enabled a large section of the peasantry to loosen 
the grip of the money-lended and assert its independence of his control from as 
early as the 1870s and 1880s.!°* From these areas, especially from Gujarat, 
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where the dynamism and the sophistication of the early development of capi- 
talism had enabled it to withstand more effectively the economic and political 
pressures of colonialism, merchants and bankers were able to diversify their 
activities to long-distance and export trades and industry'® and some success- 
fully extended their operations to Bombay and Ahmedabad. Not only was 
mercantile capital more firmly established in this region, but it was also 
constructed on a more prosperous productive base and it was able to appropriate 
and deploy a sizeable share of a growing agrarian surplus. It is not surprising, 
therefore, that Gujarati capital was to play so vital a role in the commercial 
development of Bombay. 

It is within this context of the subordination of indigenous capital that the 
commercial and industrial growth of Bombay should be viewed. The commer- 
cial expansion of Bombay from the 1780s created fresh opportunities for 
merchant capital and, even in the midst of the depression of the late 1820s and 
1830s, its export trade was characterized by growth and buoyancy. ! Never- 
theless, the growth of Bombay was not the gift of a benevolent and progressive 
colonialism. Its industrialization and its entrepreneurial class did not evolve 
naturally out of the export trade. We will not find here a heroic story of 
entrepreneurial genius, of great men of business who power their way through 
frontiers demarcated by custom and resources. Rather, the innovations in 
business method and commercial style often occurred as defensive measures 
taken by relatively disadvantaged or subordinate groups with less to risk and 
fewer alternatives to hand. 

Significantly, the mercantile groups who played a leading role in the early 
economic history of Bombay were not the dominant elements in Gujarat’s 
trading economy. The Parsis who boasted the richest and most powerful 
merchant princes of nineteenth-century Bombay scarcely registered their pres- 
ence in the extensive trading and banking networks of sixteenth- and seven- 
teenth-century Gujarat.!©? The Muslim dominance of the overseas trade in the 
sixteenth and seventeenth centuries! was gradually whittled away by the 
eighteenth.'©? But even at the height of this dominance, the most prominent 
Muslim merchants were settlers from Persia, Arabia, Turkey and Egypt. Yet 
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those Muslim merchants who prospered most handsomely from Bombay’s 
commercial expansion were not the superior breeds who claimed exotic descent 
but the indigenous Khoja and Bohra traders of the Ismaili community, who had 
long been looked down upon as mere converts and sometimes persecuted as 
heretics. These Ismaili communities often followed social practices and cus- 
tomary laws which bore close relation to the Hindu communities from which 
they had converted.!”° The most revered book of the Khojas thus took Ali to be 
the tenth incarnation of Vishnu.!7! More crucially, local usages regarding usury 
and inheritance laws allowed them to accumulate and retain capital within the 
family beyond the constraints which orthodox Islamic law may have imposed. 
Khojas had ‘raised themselves from obscurity, poverty and illiteracy to promi- 
nence, wealth and intelligence’!”* in the course of the nineteenth century while 
Bohras, it was reported, in the early twentieth century were ‘excellent business- 
men and are engaged in every branch of trade and commerce’.!’? Memons, 
converts from the Lohana and Cutch Bania castes, moved to Bombay in large 
numbers after the famine of 1813. They first set up as tailors in the thieves’ 
bazaar ‘but their status steadily progressed as Bombay advanced in material 
prosperity’ until by the 1900s they were said to ‘indulge in every class of 
trade ... and include among their number some of the richest individuals in 
Bombay native society’.'’4 Similarly, Bhatia merchants, followers of the Val- 
labhcharya sect, were relatively humble in the trading world of early modern 
Gujarat and Cutch but played a large part in Bombay’s export trade and later 
its mill industry. They crossed the seas to trade in the Persian Gulf, East Africa 
and the Far East but were ‘forbidden by religion to journey to Europe and 
America’, which entailed a higher capital outlay as well as greater risk.!75 ‘As 
a class’, it was said in the early twentieth century, ‘they are extremely diligent, 
and placing very little faith in ordinary school education as a means towards 
gaining a livelihood, they usually introduce their male children to commerce at 
an early age’.!/6 

It was not the case that the dominant Hindu vania merchants and great Jain 
bankers abjured the opportunities created by the expansion of the Company’s 
trade. But they were too firmly established within the Gujarat economy to seek 
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dependence upon or patronage from the European companies or to abandon the 
centre of their highly successful operations. Accordingly, they preferred to send 
their agents to Bombay and maintain their base in Surat. Bombay seemed remote 
to these dominant mercantile elites. To follow the Company to their pestilential 
island might also require them to submit to unfavourable terms or entail the risk 
that English merchants might be favoured at their expense. The Company’s 
commercial and military expansion had only increased the demand for their 
financial services.'’’ Their loans and venture capital were indispensable to the 
growth of the China trade. In any case, the raw cotton which was exported in 
larger quantities from the 1770s onwards to China was predominantly the 
produce of Gujarat and Kathiawar, while Bombay’s piecegoods trade was 
driven by the looms of the weavers of Ahmedabad and Surat.!’8 Moreover, 
Hindu vania and Jain merchants whose commercial success had enabled them 
to develop substantial interests in local structures of power could not simply 
discard them and move to Bombay. Their commercial orientation was towards 
the internal economy. They left the risks of seafaring to lesser trading commu- 
nities who had no option but to seize them and they even sometimes invested 
in their goods and made loans available to these groups. By the 1820s and 1830s, 
the leading Gujarati merchants, seeking fresh outlets for their capital following 
the decline of the local textile industry, invested on a larger scale in the 
increasingly profitable opium trade, and especially in the consignments of 
Jamsetjee Jejeebhoy.!”” 

The major risk-takers in the overseas trade were therefore the more marginal 
mercantile communities. Armenian traders were initially the most active in the 
China trade until they were replaced by Parsi merchants by the end of the first 
decade of the nineteenth century.'®° Similarly, Khoja and to a lesser extent 
Bohra merchants profited from the revival of the Arabian trade in the 1790s and 
then began to look increasingly towards the East in the early 1800s.!8! The 
Konkani Muslim shipbuilding families, like the Roghays and Ghattays, also 
became prominent in the China trade by the 1820s.!8* Similarly, Bhatia mer- 
chants showed no great inhibition for crossing the kalapani at least in the Indian 
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Ocean as the export trade in cotton and opium proved increasingly lucrative.!* 
These merchants were able to knit together several lines of interrelated com- 
mercial activity. They traded on their own account but also acted as guarantee 
brokers, dubashes and commission agents for the Company and the English 
private traders. The Company’s brokers often obtained favourable terms for 
transporting their goods in ships and received help in recovering their loans to 
private traders. Moreover, some merchants, especially Parsis and Konkani 
Muslim families, had developed interests in shipbuilding and shipping since the 
eighteenth century and these could now be deployed in the profitable China 
trade. 

Caste and kinship connections provided the basis for mobilizing capital and 
organizing trading and banking activity. But it would be misleading to assume 
that entrepreneurial behaviour can be understood exclusively in terms of com- 
munity. Business in Bombay often cut across these primordial lines. Vanias 
invested in the carrying trade of Parsis and Khojas.!*4 Indeed, they had even 
helped to finance not only the Company’s commercial activities but also its 
territorial expansion in India. They provided the capital for the ventures of the 
European private traders which in turn was guaranteed by Parsi, Bhatia or 
Ismaili brokers. When Nusserwanji Tata came to Bombay, he was apprenticed 
to a Hindu merchant and banker. He took as partner for his firm of general 
merchants a Hindu vania called Kaliandas and later their expansion and diver- 
sification into cotton and opium exports was driven by the model Jain ascetic 
and speculator, Premchand Roychand.!85 Similarly, Jamsetjee Jejeebhoy ‘de- 
veloped intimate business connections with persons belonging to almost every 
community and religious group’ and in the 1830s became a close associate of 
Jardine and Mathieson. !86 

Although communal categories are by no means the most appropriate for the 
history of entrepreneurship, the success of Parsi merchants helps to illustrate 
some of the major themes in Bombay’s commercial expansion. Their entrepre- 
neurial achievements have usually been ascribed to their specific communal 
characteristics and, in particular, their religious values,'®’ but it was more 
consistently shaped by historical contingencies. Moreover, the example of the 
Parsis is sometimes taken to demonstrate that Indian entrepreneurs, by imitating 
the British example, could adopt the attitudes, strategies and institutions which 
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would facilitate their development from traders to industrialists. Yet the deve- 

lopment of Parsi enterprise demonstrates rather more clearly that their accep- 
tance of greater risks in the export trade or factory industry was largely a 
function of their narrowing options elsewhere. 

In Navsari and Surat, Parsis had occupied a fairly humble social and eco- 
nomic position. Ovington’s most generous claim on their behalf was that they 
were ‘the principal Men at the Loom in all the country’.'8 They constituted a 
nation of toddy tappers and liquor distillers, tobacco farmers and cattle breeders, 
artisans and shopkeepers. !®? Parsi retailers in Surat and the port cities of Gujarat 
began to act as ship’s chandlers, supplying food and liquor to merchant vessels. 
In addition, their role in the weaving trade and in particular their close connec- 
tions with artisan communities made them highly attractive allies for European 
trading companies. From the late seventeenth century, Parsi traders and brokers 
placed themselves increasingly under the protection of the Dutch and the 
English East India Companies, and with the eclipse of the former they turned 
increasingly to the latter after the 1750s.!%° Their readiness, indeed their 
eagerness, to acquire European protection arose from their own weakness both 
in the region’s commerce and within its structures of power.!?! Similar reasons 
underlay the readiness of Parsi traders, brokers and artisans to respond to the 
incentive of a secure refuge and follow the Company to Bombay. 

Historical contingencies shaped both their commercial success as well as 
their changing business interests. The first Parsi immigrants to Bombay fol- 
lowed broadly the same range of occupations which they had practised in 
Gujarat.!°* Parsi merchants as a whole gained considerably from the appoint- 
ment of men like Rustomji Manock in Surat and Byramji Jijbhai in Cambay as 
chief brokers to the Company. The chief broker enjoyed enormous powers of 
patronage from which smailer Parsi traders were often able to profit. He was 
privy to scarce but vital market information and enjoyed access to and influence 
with Company officials; he could transport his goods on Company ships, borrow 
money at favourable rates, obtain special discounts on the purchase of English 
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cloth and, most crucially, secure assistance in the recovery of loans made to 
English traders. Cheap money for the most prominent Parsis became the basis 
for lending to their more humble kinsmen and caste fellows, no doubt on terms 
of mutual gain. Significantly, Manock’s tenure as chief broker enabled his 
kinsmen and co-religionists to consolidate their community’s close relationship 
with the Company, from which several Parsi merchants were able to profit in 
the following decades.!?? Parsi traders sought to preserve, nourish and develop 
these connections, and indeed profit from them, long after the Rustomji Manock 
family fell out of favour with the Company. !°4 

Parsi merchants acted as guarantors for the credit the shore-based merchants 
extended to the English private traders as well as to the Company. Not only did 
they consolidate their connections with the Company, but, in these ways, they 
also offered mercantile capital, stripped of its revenue farming and collecting 
function and squeezed by the decline of the local textile industry, an outlet for 
the investment of their surplus wealth. Using their connections with the Com- 
pany to obtain cheaper freight or remit their profits through the Company’s 
treasury at Canton, and deploying their foothold in shipbuilding, Parsi mer- 
chants became increasingly prominent in the China trade. In 1756, Jivaji 
Readymoney, a Parsi merchant, was able to embark on a voyage to China to 
explore its trading opportunities. By 1803, Jamsetjee Jeyjeebhoy had undertaken 
four such odysseys of investigation and profit.!?> In 1812-13, it was said, twelve 
out of twenty-nine large ships trading with China were owned by Parsi mer- 
chants. Between 1809 and 1833, there were more Parsi merchants in the China 
trade than European private traders.'!°° However, their domination of vital 
ancillary sources, like cotton pressing and marine insurance, enabled the private 
traders to operate at cheaper margins and secure a larger share of the profits of 
the China trade than the more numerous Parsi merchants. !%’ 

In the early nineteenth century, Bombay’s merchants, and especially the 
leading Parsis among them, began to ship cotton to England on their own 
account, whereas previously they had been limited to seeking a share in the 
consignments of British ships.!°® Exporting cotton to England brought 
Jamsetjee Jejeebhoy a profit estimated at Rs. 2 crores during the Napoleonic 
Wars.'”? By 1830s, Jejeebhoy combined with Jardine Mathieson to corner 
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the rapidly growing and increasingly valuable trade in Malwa opium.?°° When 
the Company’s monopoly was finally abolished under the Charter Act of 1833, 
Parsi merchants were among the busiest and most enthusiastic buyers of its 
ships. By 1838, Parsis owned eighteen of the forty-nine country ships sailing 
out of Bombay.7°! When Commander Lin forced the private traders to surrender 
their stock of opium in 1839, and generally sought to crack down on the drug 
traffic, a number of Parsi merchants were caught flat footed. In the 1840s, Parsi 
capital gradually withdrew from the opium trade and indeed lost its lead in the 
drug traffic.7°* 

Although it was still possible for Indian merchants to make substantial profits 
in the China trade, the big exporters were also gradually subordinated to the 
wider international credit and trading networks of metropolitan capital. Not only 
were British agency houses able to obtain bills of exchange at rates which Indian 
merchants, operating with high interest and short-term credit, could not afford, 
but they were able to undercut the freight charged by Indian shippers. Moreover, 
as the balance between Indian merchants and their agents in China shifted in 
favour of the latter, especially as they became decreasingly reliant on the 
former’s capital and supplies, the consignment system appeared increasingly a 
means for feeding Indian commodities and capital cheaply into the business 
activities of the European agency houses.7°? As the subordination of Indian 
capital became increasingly evident in the China trade, the larger traders, who 
felt the brunt of the disturbances of the Opium Wars in the early 1840s and again 
in the 1850s, began to explore alternative possibilities. 

The withdrawal of Parsi capital from the China trade was by no means 
complete. Nusserwanji Tata opened a branch of their family firm in Hong Kong 
as late as 1859.2°4 When the opium trade was banned in 1912, a number of Parsi 
firms were still found among its leading operators and the Tatas, now firmly 
established in the ranks of the largest industrialists, remained one of the most 
prominent firms in the China trade.*°° However, Parsi merchants had begun to 
lose their lead in the China trade to Khoja and Baghdadi Jewish traders, who, 
less entrenched in the China trade and less damaged by the disruptions of 
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1839—42, had begun to displace them in the mid nineteenth century. Clearly, 
the China trade still retained sufficient promise of dividends to attract fresh and 
rising entrepreneurial groups. These new men, however, tended to establish 
branches of their own family firms or appoint their own agents in China, rather 
than follow the older method of working through the good offices of European 
private traders.2°’ Their branches in Shanghai and Hong Kong did not simply 
or even predominantly sell opium, but by the late nineteenth century were 
facilitating the export of yarn to the Chinese market and raw cotton to China as 
well to Japan.” By the early twentieth century, a number of leading millown- 
ers, like Fazulbhoy Currimbhoy and the Sassoons, had acquired major interests 
in the opium trade with China.” It should not be entirely surprising, therefore, 
that the ‘communal’ riots of 1851 and 1874 in Bombay occurred primarily 
between Paris and Khojas and similar tensions governed by rivalries in trade 
were present in ‘the Prince of Wales riots’ of November 1921.7!° 

As Parsi capital withdrew from the China trade, it sought a variety of outlets. 
Even before the crisis of 1839, this capital was by no means exclusively 
concentrated in the opium trade with China. Shipping cotton and opium to China 
had been only the most lucrative and rewarding of a wide range of business 
activities. While trading on their own account, many had also served as 
contractors and suppliers to the East India Company and as guarantee brokers, 
money-changers and creditors for private traders as well.?!! Some, like Jijabhai 
Dadabhai, invested in coffee, rubber and coconut plantations on the Malabar 
coast, in Ceylon and even south-east Asia. Others invested extensively in real 
estate: Dadabhai Pestonji Wadia, it was estimated, owned about a quarter of the 
island of Bombay in the early nineteenth century.2!2 Those who served the 
Company as brokers, suppliers and shipbuilders received sizeable properties as 
inami lands in Bombay and Salsette: Framji Cowasji Banaji acquired a vast 
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estate at Powai where he experimented with the growing of cash crops and 
particularly with silk; the Lowji Wadia family received properties in Parel, 
where they built their castle in the neighbourhood of the Governor’s residence; 
others like Dadabhai Naoroji and Naoroji Furdunji inherited jagirs in south 
Gujarat. By the mid nineteenth century, the leading Parsi merchants were 
involved in a wide range of business activities from shipping to joint-stock 
banking. This range is exemplified by the business interests of the Banajis. In 
addition to their role as the leading merchants and shipowners of the China trade, 
they had invested in the Times of India newspaper, in banking, coastal shipping 
lines, paper and silk manufacture, cotton screws, horticultural farms, salt pans, 
shipbuilding docks and insurance agencies in Calcutta as well as Bombay.*!? 

Perhaps the most important trading activity of Parsi merchants diversifying 
out of the China trade in the middle of the nineteenth century, and the obvious 
successor to the opium trade, was the export of raw cotton to England. In 1849, 
for the first time, more Indian cotton was bought in Lancashire than in China.*!4 
By then, the Lancashire millowners had virtually abandoned their cherished 
dream of turning India into their own cotton field. Indian cotton remained 
resolutely shortstapled and it could only be used by English millowners in a 
variety of mixings with the long-stapled American supply. But the ring frames 
with which French and Italian mills were equipped created a ready demand for 
Indian cotton from the 1860s and 1870s onwards.?!> 

The pickings of the cotton export trade were by no means confined to the 
Parsis alone. By the mid nineteenth century, Parsi merchants were strongly 
established as the dominant commercial community in Bombay and their 
prominent role in the overseas trade enabled them to gain substantially from the 
revival of cotton exports. However, merchants of most communities were able 
to participate in and profit from its expansion. The merchant princes of the 
export trade were already sufficiently acquainted with the cotton trade to seize 
the fresh opportunities which these new sources of demand offered. 

The export trade in raw cotton was subject to severe fluctuations of supply 
and demand. Since the Indian crop was used to supplement the American cotton 
in Lancashire, the demand and price levels of the former were determined 
largely by the supply of the latter.2!© Moreover, the cultivation of cotton 
presented difficulties: because it was extremely demanding on the soil and on 
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labour and cultivators were willing to grow the crop only when they were 
assured of an adequate food supply, the supply of cotton and the extent of its 
cultivation were also subject to considerable fluctuation.7!’ To transport the 
crop cleanly and effectively was an arduous and demanding task. Necessarily, 
the export of raw cotton to Europe entailed higher risks and lower returns than 
the opium trade to China.*!* It is not surprising, therefore, that most exporters 
operated on a relatively small scale. In 1851, 195 out of 228 exporters in 
Bombay shipped less than 500 bales and accounted for less than 30 per cent of 
the total volume of cotton.*!? On the other hand, the flexibility and sophistica- 
tion of the cotton trade was reflected in its swift response to the Lancashire 
cotton famine in the 1860s which rapidly overcame these supply constraints. 
The volume of cotton shipped to Britain in 1861 increased by 80 per cent over 
the preceding year;’”° cotton cultivation not only increased rapidly but became 
for the first time widely diffused throughout the Presidency, and indeed be- 
yond;7*! credit became more readily available and the countryside witnessed a 
proliferation of small money-lenders.??* Nonetheless, the real structural con- 
straints on the cotton trade were sufficient to limit cotton exporters to small- 
scale operations. Between 1851 and 1875, the share of the export trade in the 
hands of the small merchants declined from 30 per cent to a mere 8.5 per cent.?77 

By the 1870s, Indian merchants in the cotton trade found that the changing 
character of its organization affected them adversely and that they were subject 
to increasingly severe competition from the European agency houses. As 
railway construction gathered momentum in the 1860s and extended from 
Bombay into the cotton tracts of Gujarat and the Deccan and then north, the 
agency houses became less reliant on their Indian dealers up country. They 
began to establish their own steam presses in the cotton-growing districts and 
sent out their own agents to buy the crop in its primary markets or at the 
source.**4 Moreover, a series of innovations in the organization of the cotton 
trade favoured its specialization and concentration in the hands of large-scale 
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exports. Access to capital enabled larger exporters to gain better market 
information by taking advantage of improved communications, especially the 
telegraph, or by opening branches in Liverpool or Manchester. They employed 
vital auxiliary services like insurance, now available on a larger scale, and 
improved facilities for storage so that they could spread their shipments 
throughout the year and time their sales in accordance with the fluctuations of 
the American supply and of the demand in Liverpool. They could also invest 
more heavily in up-country pressing, which improved the quality of the raw 
cotton and made its processing both more efficient and more economical. As 
the cotton trade was increasingly concentrated in the hands of the large export- 
ers, it was not simply the merchants operating on a relatively small scale who 
suffered, but the relative share of Indian merchants among the large exporters 
also declined steeply. This decline was the outcome of the structural changes 
in the organization of the trade, but they were concealed by the boom of the 
1860s. By the 1870s, however, its effects were clearly manifested. In 1861, 7 
out of 12 merchants exporting over 10,000 bales of cotton and 102 out of 134 
exporting over 1,000 bales of cotton were Indians; by 1875, there was only one 
Indian merchant in the highest class and only 37 out of 74 who exported more 
than 1,000 bales.22> The innovations in the cotton trade combined with the 
growing importance of the Liverpool and European markets to work strongly 
in favour of the large European agency houses and to facilitate the subordination 
of Indian capital in the export trade. 

Indian merchants thus subordinated to expatriate capital in the export trade 
responded by diversifying into the spinning of raw cotton and began to invest 
in the building of mills. In this sense, the development of the cotton-textile 
industry was a response to the subordination of the Indian capital and not a 
function of its linear progression from trade to industry. The Petit family, which 
promoted one of the first cotton mills in Bombay in the 1850s and then another 
couple by 1870,76 had boasted the only Indian merchant to ship over 10,000 
bales of cotton in 1875.27 Moreover, the early promoters of the cotton mills 
were almost exclusively Parsis and Bhatias, communities which had gained 
substantially from the early growth of Bombay and participated actively in the 
China trade. Certainly nine out of the thirteen mills floated by 1870, fifteen 
years after Cowasji Davar launched his Bombay Spinning and Weaving Com- 
pany, were Parsis.?78 

By investing in mill production, the large cotton traders gained considerable 
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flexibility.” They could buy raw cotton when prices were low and sell when 
prices rose. If the cotton trade was depressed, they could switch stocks intended 
for export to the manufacture of yarn. Rather than build warehouses to store 
their cotton and await the next failure of the American crop or increased demand 
from Chinese spinners, they could deploy their stock of cotton according to its 
optimal short-term use, adjust their operations of the uncertainties of the market 
and adapt to the severe competition in both trade and industry. Cotton brokers 
and piecegoods dealers, indeed traders and entrepreneurs of all kinds, seeking 
to diversify their commercial interests provided the thrust behind the expansion 
of the number of entrepreneurs in the industry. 

The industry expanded in fits and starts; periods of prosperity precipitated 
frantic mill building only to be followed by slumps in which capital was swiftly 
diverted to more profitable uses. The first mills were composite units, capable 
of spinning as well as weaving. But by the 1870s, in response to the growth of 
the Chinese demand for low count yarn, investment was concentrated in 
spinning and processing for the export trade. The saturation of the Chinese 
demand led to the revival of cloth production, this time on a much larger scale, 
and by the 1920s directed the attention of the millowners rather abruptly to the 
domestic market. Moreover, as the industry’s weaving capacity grew, so too 
did the mills diversify into dyeing, bleaching and finishing processes. These 
characteristics of the industry’s growth and their consequences will be exam- 
ined in detail in the following chapters. Taken together they signified the 
difficulties of mobilizing capital. To attract capital and remedy the difficulties 
created by its scarcity, entrepreneurs had to maintain a rapid turnover, show 
quick profits and pay handsome dividends. 

Yet even acursory glance at the economic development of Bombay suggests 
the perennial constraints upon the mobilization of capital and a closer exami- 
nation suggests that these constraints arose less from an inherent aversion to 
risk than to the effects of the subordination of indigenous capital under the 
impact of colonialism. From the early nineteenth century, the merchant princes 
of Bombay had found it difficult to draw capital for their high-risk ventures out 
of the stronger claims and safer returns of the internal economy. These merchant 
princes were themselves recruited from groups which were relatively marginal 
to its most powerful trading and banking networks. The constraints of expensive 
and short-term credit had narrowed the options of merchants exporting cotton 
and opium to China in competition with the European private traders in the 
1830s, who in turn had better access to the international shipping and banking 
facilities centred on Britain.” Undermined in the China trade, these merchants 


229 See ch. 6 below. 
230 Siddiqi, ‘Jamsetjee Jejeebhoy’; Vicziany, ‘The Cotton Trade’, pp. 135-84. 
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tried to take advantage of the rising demand for Indian cotton in Europe. By the 
1870s, however, those who had diversified into shipping cotton to Europe failed 
to keep pace with the innovations in the organization of the export trade which 
put large demands upon capital and favoured the largest operators. By diversi- 
fying into textile production, Bombay’s capitalists had not escaped these 
structural constraints; rather the pattern of their diversification into and sub- 
sequently within the industry was a response to them. Moreover, these structural 
constraints were rooted in a more fundamental development: the subordination 
of indigenous mercantile capital and the narrowing of its function in the agrarian 
economy, with the advent of colonialism, to usury and petty trade. 


The strategies of capital 


These structural constraints upon the development of capital also shaped the 
ways in which it was mobilized. In turn, the pattern and character of capital 
investment inscribed itself on the industrial structure of Bombay. Capital moved 
more readily into the safer outlets of usury and petty trade, mortgages and 
property than into industry. Capital for investment in the long-distance and 
overseas trade and for large-scale industry was generated from an increasingly 
narrow social base. Characteristically, it was mobilized in small pools. Al- 
though Bombay’s entrepreneurs had easier access to public subscription than 
their counterparts elsewhere in the country, *?! yet here too, they complained, 
investors were ‘few, nervous and suspicious’.*** Investors placed their money 
with firms whose risks were known, whose profitability was proven or whose 
directors they trusted. As Manmohandas Ramji, leading millowner, merchant 


and magnate in Bombay, observed, 


I find that industrial enterprises if backed by good names or by those who have influence 
attract capital while many a scheme without such a backing up, though good in other 
respects, languishes because of want of capital.27> 


Similarly, N.B. Saklatvala, a partner of Tata Sons and Company, pointed out, 


The public in India, especially in Bombay are ever ready to put their money in mill 
concerns started by individuals or firms who have a reputation for honesty and efficiency, 
and who have a good deal of mill experience.7*4 


23t This was ‘the largest rupee paper market in India’, Gazetteer, I, 295, 293-7; on the history and 
functions of the share bazaar, see Report of the Bombay Stock Exchange Enquiry Committee, 
1936-37 (Bombay, 1937); for a recent account of the money market in Bombay in the 1920s, 
see Gordon, Businessmen and Politics, pp. 76-8, 81-2, 97-101. 

232 JIC, Evidence, C.N. Wadia, Agent, Century Spinning and Manufacturing Company Limited, 
and Representative Witness nominated by the Bombay Millowners’ Association (henceforth 
BMOA), IV, 1. 

233 Ibid., Mr. Manmohandas Ramji, IV, 58. 

234 Ibid., N.B. Saklatvala, Partner, Tata Sons and Company, IV, 25. 
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The suspicion of investors was not a function of the uniform shyness of capital 
but a reflection of the magnitude of risk. The unevenness of economic devel- 
opment left most trades liable to seasonal and arbitrary fluctuations. Even the 
cotton-textile industry experienced spasmodic patterns of growth and fitful 
periods of prosperity. Thus, the reluctance of investors to subscribe freely to 
new projects was attributed by one observer to the fact that they ‘knew that it 
would take nearly three years before a mill would begin to earn, and by the time 
the new mill was in a position to work fully the conditions might change and 
prosperous times disappear’.**> To raise capital, entrepreneurs turned to their 
friends, kinsmen and caste fellows and in the absence of an adequate capital 
market or banking system to suit the needs of industry, they also developed 
institutions of their own. The managing-agency system may have originated in 
the Company trade," but in the twentieth century it was symptomatic of this 
personalized system of finance, which called for skilled and specialized han- 
dling and sometimes entailed highly complex management. The purpose of the 
managing-agency system was primarily to raise capital and co-ordinate its 
supply for the enterprises which it managed.*?’ Although the managing-agency 
system was repeatedly pilloried for its speculative tendencies and potential for 
malpractice, the importance of its financial and promotional role prompted one 
of the first official historians of the industry to claim that ‘the expansion of the 
mill industry in Bombay has been due in great measure to the enterprise and 
financial resources of the Managing Agents’.**° 

Firms which operated through the Stock Exchange functioned, in this respect, 
along similar lines. In the early 1930s, only four out of forty-eight mills whose 
shares were quoted on the Stock Exchange sold them in units of less than 
Rs. 500, while twenty-eight quoted theirs at Rs. 1,000 and above.?29 Sharehold- 
ings tended to be concentrated in fewer hands in Bombay than elsewhere in 
India and the subscribers were often limited to a relatively intimate circle of 
the promoter’s relatives and friends. Frequently, the managing agents were 
themselves the major shareholders.” Managing agents secured and retained 
a controlling stake in the business they had promoted and then contracted 
to manage for lengthy tenures extending to three or four decades.**! They 


235 Ibid., Mr J.A. Wadia, Merchant, IV, 135. 

236 B, Kling, ‘The Origin of the Managing Agency System’, JAS, XXVI, 1 (1966), 37—48; Rutnagur, 
Bombay Industries, pp. 49-65; R.S. Rungta, The Rise of Business Corporations in India, 
1851—1900 (Cambridge, 1970), pp. 219-55. 

237 Royal Commission on Indian Currency and Finance, vol. IV, Minutes of Evidence taken in India 
(London, 1926), Sir Victor Sassoon, representing the BMOA, p. 266. 

238 Rutnagur, Bombay Industries, p. 49. 

239 P.S. Lokanathan, Industrial Organization in India (London, 1935), p. 149, n. 3. 

240 Report of the Indian Tariff Board Regarding the Grant of Protection to the Cotton Textile 
Industry (Calcutta 1932) (henceforth Report of the ITB, 1932), pp. 85-6. 

241 Report of the ITB, 1932, p. 79. 
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nominated themselves or their relatives and friends as directors and appointed 
their own auditors. They were not restricted in the range of their financial or 
commercial undertakings and the notion that their interests might conflict was 
simply not entertained.?*? If the role of the directors in the affairs of the firm 
was minimal, shareholders were allowed ‘very little voice in the management 
of the factories’.**? Public limited-liability companies, thus, bore the charac- 
teristics of private concerns. 

On the stock exchange investors were ‘led more by names than by the actual 
contents of the prospectus of the new concern’, and when both were favourable, 
it was said, ‘its shares are sure to be oversubscribed in a short time’ .2“4 Share 
quotations on the stock exchange were taken as an index of the value and 
security of the enterprise and as a reflection of ‘the opinion of leading business- 
men’. Investors cannily waited to see whether the entrepreneurs invested in their 
own schemes; but they were often outwitted. For their part, entrepreneurs who 
found it difficult to raise initial capital, it was said, ‘usually subscribe in large 
amounts to create confidence in the minds of prospective purchasers. Later on 
when the demand increases, they slowly unload their savings usually with great 
profit’.“4° They could then deploy these accumulations in other apparently 
profitable lines of production. 

The fact that capital was mobilized in small pools was to shape the structure 
of the industry in numerous ways. It often confined businessmen to small 
industrial units and a low ratio of fixed to working costs. Capital was more 
readily invested in consumer durables, since the market was either already 
known or easily assessed. But this also meant that capital was attracted by a 
specific range of enterprises which at a particular moment were expected to 
yield returns. ‘If a certain industry is found to be profitable’, one survey of 
industrial finance pointed out in the 1930s, ‘we go on investing in it to such an 
extent that at last it becomes over-financed and unprofitable’. Once the confi- 
dence of investors was secured in a particular industry or trade, capital would 
flood into it until the market was saturated; then, ‘again there will be a halt, 
which may continue till similarly favourable conditions are created for invest- 
ment in some other industry’.?*© The punctuation of investment by failure did 
not steel the investor’s nerve. On the other hand, the intensity of competition, 


242 Rutnagur, Bombay Industries, pp. 49-65, 245-51. 

243 Ibid., p.49; Report of the Bombay Stock Exchange Enquiry Committee (Bombay, 1924), Official 
Representation of the Bombay Native Stock and Share Brokers’ Association, Appendix 5, p. 53; 
Report of the Indian Tariff Board (Cotton Textile Industry Enquiry, 1927 (henceforth, Report 
of the ITB, 1927 | (Calcutta, 1927), Evidence of Individual Witnesses, IV , C.I. Parekh, 292-3; 
J.V. Desai, 408. 

244 D.R. Samant and M.A. Mulky, Organisation and Finance of Industries in India (Bombay, 
1937), p. 19. 

245 Ibid., pp. 20, 38—40. 
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the swings of investment, the low ratio of fixed capital and, in the case of 
consumer goods, their vulnerability to changes in fashion, encouraged the 
diversification of commercial enterprise. Furthermore, because capital was 
difficult to mobilize, entrepreneurs were not only limited to minimal fixed 
investments, but they were frequently forced to resort to short-term borrowing 
to finance a proportion of their fixed assets, and usually the whole of their 
working costs. Even the Bombay millowners, believed to command public 
confidence more readily than their fellow capitalists, and in spite of their access 
to the Presidency banks and the stock exchange, depended at times upon the 
changeable money-market to pay for a part of their block capital and frequently 
the whole of their working costs.247 

These factors played upon each other. The imitative character of investment 
accentuated industrial instability. The fluctuations and volatility of each trade 
encouraged entrepreneurs to spread their risks and diversify their business 
interests as rapidly as they could. At different levels, businessmen who invested 
their capital in one line of production might switch to another when it began to 
yield returns and attract investment.” This tendency towards under-capitali- 
zation and rapid diversification made the reputation of the entrepreneurs and 
the reliability of the industry an important consideration for investors. “Con- 
sidering the manner in which capital is mismanaged both by industrialists and 
the banks’, wrote P.S. Lokanathan, ‘it is surprising how optimistic the investor 
continues to be in India’.*4? The emphasis which contemporaries and later 
historians often placed on the reluctance of investors to bear risks and pioneer 
industrialization was to confuse the causes of the problem with its symptoms. 


247 Indian Central Banking Enquiry Committee (henceforth ICBEC), 1931, Evidence, BMOA, Il, 
593-97; Report of the ITB, 1927, I, 90-2. 

248 For instance, the two major chemical works in Bombay were launched by the mill agents, E.D. 
Sassoon and Company and Dharamsi Morarji. See Labour Office, Bombay, General Wages 
Census, Part I - Perennial Factories, Fourth Report, Report on Wages, Hours of Work, and 
Conditions of Employement in the Oils, Paints and Soap, Match Manufacturing and Other 
Miscellaneous Industries in the Province of Bombay, May 1934 (Bombay, 1939), Wages Hours 
of Work and Conditions of Work in the Chemical and Pharmaceutical Industry, pp. 73-80. 
Adamji Peerbhoy, the Bohra businessman and magnate owned the Western India Tanneries and 
had large interests in cotton mills and a range of other commercial activities. See Gazetteer, I, 
481; J.R. Martin, A Monograph on Tanning and Working in Leather in the Bombay Presidency 
(Bombay, 1903). The Wadias diversified from dyeing to spinning and weaving. See Bombay 
Dyeing and Manufacturing Company Limited, Directors’ Minute Book, 1879-1907, Office of 
the Bombay Dyeing and Manufacturing Company, Bombay. The Tatas expanded from the 
cotton trade into the cotton industry, hydroelectric power and then into steel in Jamshedpur. 
Harris, Tata; D.E. Wacha, The Life and Work of J.N. Tata (Madras, 1915); S.K. Sen, The House 
of Tata 1839-1939 (Calcutta, 1975). Such examples may be multiplied, but not only at these 
exalted levels. Cotton brokers might become piecegood merchants, invest in spinning and 
weaving mills and develop interests in insurance and other supporting services. See Playne and 
Bond, Bombay Presidency; see also the ‘Biographical Notes’ in Gordon, Businessmen and 
Politics, pp. 243-9. 

249 Lokanathan, Industrial Organisation, p. 145. 
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The risks of industrial investment contributed to its imitative character, its 
caution and its attraction to proven lines of production. Each of these tendencies 
was intricately intertwined. The low ratio of fixed capital, the intensity of 
competition and especially, when it occurred, the tendency to under-capitaliza- 
tion, required a rapid turnover to finance debts or adapt to an unpredictable 
market. Business strategies, based upon a rapid turnover, were likely to be 
associated with the regulation of production and, therefore, levels of employ- 
ment according to short-term market fluctuations. This, as we shall see, was to 
have serious implications for the structure of the labour market. But its ramifi- 
cations were wider still. In particular, most workers in Bombay experienced 
uncertain conditions of employment. This in turn heightened the importance of 
their caste and kinship ties and their village connections which provided the 
social means by which the urban poor struggled for survival in the city. 
Similarly, it imparted an enormous importance in the lives of the poor to the 
social organization of the neighbourhood. It would be simplistic to perceive in 
the patterns of entrepreneurial choice and capital investment the single deter- 
mining factor in the constitution of working-class life. But it would be difficult 
to grasp their social economy without reference to the strategies of capital. 
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